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N O CHANGE in the price structure of oil in recent years has 
been more dramatically staged and none has been received with 
more mixed comment than the advance of 12 

Advance of cents a barrel in crude announced by a number 

Crude Prices of buyers in the East Texas field on October 15. 

It followed closely on the order of the Texas 
Railroad Commission reducing allowable production for the 
state by 127,649 barrels daily. It followed also a period of 
anxiety in the oil trade induced by fear that the whole crude 
oil situation might be thrown in a state of chaos by the action 
of that same Commission early in September in raising the 
authorized output of the East Texas field by 50,000 bbl. daily. 

This earlier action led to a weakening of the crude price 
structure and created resentment in other producing territories 
that for a time endangered the whole scheme of proration so 
laboriously worked out. The advance in price, coinciding with 
the cut in allowable, undoubtedly made the latter more readily 
acceptable to the producers who thereby receive as much as 
formerly, or perhaps a little more, for a smaller quantity of oil. 
To the refiner it had no such appeal. While it brought about a 
stiffening of refined product quotations that had been showing a 
decidedly wobbly tendency and subsequently caused the cancel- 
lation of earlier price cuts it has not resulted thus far in a general 
advance in gasoline prices. In fact three important buyers of 
crude, Standard of Indiana and two subsidiaries of New Jersey 
Standard, declined to join the advance, the former stating very 
bluntly that conditions did not warrant even the prices pre- 
viously prevailing, let alone an increase. 

In many quarters the rise in crude has been defended on the 
ground that it was necessary to save the situation, to prevent 
the throwing open of the flood gates to uncontrolled production 
with a consequent debacle of prices all around. There may be 
something in this assertion but we doubt that any State Com- 
mission or other responsible body in the petroleum industry 
would be willing to precipitate such a situation and it is certain 
that it would not be permitted to last for long: 1932 is not 1931. 
It is true that the advance in crude prices made in April last 
was objected to on grounds similar to the criticism now being 
voiced and that this advance held during several months, but 
there is a great difference between a price increase at the be- 
ginning of the season of heavy consumption and one announced 
at a time when a slackening in demand for the next six months is 
a practical certainty. 
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Divested of extraneous considerations it can hardly be ques- 
tioned that a reduction in output was called for at this time and 
that this reduction should have been made regardless of any 
change in price. There is another consideration that seems to 
us important, namely that the course followed in this instance, 
if it is successful enough to invite repetition, may establish a 
precedent highly dangerous to the oil industry. State control 
is necessarily political and the advance of prices as an inducement 
to the cutting down of production to the level at which it will 
satisfy trade demand is just the sort of arrangement to recom- 
mend itself to the politically minded, but under ordinary trade 
conditions it must tend to defeat the purpose it is intended to 
further. 

While a certain degree of regulation by state authority appears 
to be necessary under existing conditions surrounding oil pro- 
duction experience has shown that attempts to extend regulation 
to prices almost inevitably create conditions worse than those 
which they are intended to cure. 

The question of real importance in connection with this 
latest price increase is whether it will contribute to or retard the 
reduction of crude oil stocks held in storage. It can have the 
former effect only if attended by a general downward revision of 
production quotas and application of rigorous measures to 
stamp out the flow of oil illegally produced. It would be 
highly unfortunate if the oil industry were to approach the 
summer season of 1933 under the handicap of crude stocks 
greatly expanded above their present too high level. 
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Buses when conditions in Texas appeared to be settling down 
and the apprehension created by the changes in allowable produc- 
tion made by the Railroad Commission in 

Decision of September and October was somewhat allayed 
Texas Judges the situation was thrown into uncertainty once 
more by the decision of the Federal judges at 

Sherman in which they held that in some of its orders the Com- 
mission had exceeded the authority conferred upon it by law 
inasmuch as these orders had not been based solely upon the 
prevention of physical waste. Prompt action by Governor 
Sterling in ordering State Rangers to reenforce the efforts of the 
Commission’s inspectors to prevent the opening of wells to full 
production makes certain that no repetition of last year’s 
demoralizing situation will take place. Even stronger assurance 
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against such a development is the fact that majority public 
sentiment in Texas is now definitely aligned on the side of state 
regulation. While suggestions of a special session of the Texas 
Legislature were put forward by those who feared that the deci- 
sion might be looked upon as upsetting the law in toto the conclu- 
sion of the Federal judges apparently means only that the Rail- 
road Commission must exercise care in determining physical 
waste. Competent authorities hold that so long as there is any 
loss of gas whatever physical waste is going on and that on this 
basis the Commission would be justified, if it felt that such ac- 
tion was necessary, in closing down East Texas, or any other 
field, entirely. 
Vv 


6 nce the annual convention of the American Petroleum 
Institute provides the forum for a discussion of the problems— 
technical, economic and political—which con- 
front the oil industry of the United States the 
month in which this meeting takes place seems a 
logical time to review the progress of the past 


Industry’s 
Problems 


year and to state some of the questions pressing upon the in- 


dustry for solution. This we have done in an article on other 
pages of this issue and at the same time we present statements 
in brief from a number of oil company executives as to what are, 
in their opinion, the problems most urgently demanding action. 

It is significant that the subjects which appeal to these leaders 
as of most urgent importance are the balancing of supply with 
demand, a curbing of excessive taxation and the prevention of 
tax evasion. The importance of these cannot be gainsaid and 
the very fact that sentiment in the industry is aroused on these 
subjects gives promise of more effective action in dealing with 
them. Before a satisfactory degree of stabilization can be 
established in the industry, however, we believe that two other 
problems must be solved. One of these is the adaptation of 
refining operations to existing market demand; the other is the 
cutting down of overcompetition and the more wasteful practices 
now existing in the marketing branch of the industry. 
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Srare policy and state operation of oil conservation meas- 
ures assume special importance for the petroleum industry 
because there are only two possible roads to the 
stabilization of this industry in the United 
States. One is by voluntary agreement among 
individual producers and handlers; the other 
is by involuntary cooperation to the same end through state 
laws and supervision. Unfortunately the first road is closed by 
the barrier of the anti-trust laws. Though very sound and 
cogent reasons have been advanced for the amelioration of 
those provisions of the forty-two year old Sherman law which 
are out of harmony with present day economic conditions a 
change in the law can be accomplished only through political 
action by the Congress and the chances of intelligent Congres- 
sional action on economic questions are still far from encourag- 
ing. From the purely political angle the possibility of legislation 


Need for an 
Interstate 
Compact 





by the Federal law makers which will permit the various oil 
producing states to enter into agreements with one another or 
even with representatives of the producing interests of other 
countries appears much more encouraging than the outlook for a 
satisfactory revision of the anti-trust law. Indeed there seems 
to be a very fair prospect that the Inter-state Compact bill 
introduced at the last session of Congress may be adopted if 
pressed for action next winter. The enactment of this simple 
piece of legislation would go a long way toward establishing 
conservation and stabilization on a firm and workable basis by 
enabling a common course of action to be adopted among the 
principal oil producing states. A scientific method of proration 
worked out by the technical advisers of such an interstate or- 
ganization would have such force behind it that it probably 
would be adopted by the states in which oil production is of 
chief importance while the authorization to representatives of 
the interstate body to participate in a world conference would go 
far to convert international oil stabilization from a dream into a 
reality. 
Vv 


Sreaxmc before the Institution of Petroleum Technologists 
at a meeting in London last month J. B. Aug. Kessler, joint 
managing director of the Royal Dutch-Shell 
Responsibility Group, made some illuminating remarks about 
of Managers the responsibilities placed upon the officials of 
oil companies as a result of the vast extent to 
which modern industry depends upon petroleum products. 
This part of his address serves in fact as a concise statement of the 
code which governs the course of most of those who are en- 
trusted with the direction of great international petroleum 
organizations. Said Mr. Kessler: 

““We have outlived the time when the responsibilities of those 
in charge of an oil company were solely to look after their share- 
holders’ immediate financial interests. The oil business has 
become so important a part of world economy that the only 
efficient way of serving the shareholders’ interests is by taking 
a much wider view of their duties. Rapid changes in the social 
order of things have broadened their responsibilities. It is no 
longer the shareholders only in whose employ the managers of 
the oil business are; they are just as much in the service of those 
who earn their living in the oil business, and possibly even to a 
still greater extent in the employ of the consumer at large. 
Only by serving these three masters at the same time can any 
one of them be well served. 

“This entails that the oil industry must be run along such 
lines as to ensure to the consumer full supplies of the required 
products of the very best quality and the lowest possible price 
compatible with a prosperousindustry. Such a thing is possible 
only if there is a close and constant cooperation between the 
different companies that constitute the oil producing, manufac- 
turing and distributing world. This does not mean that com- 
petition is to be done away with, but it means that instead of 
destroying one another, thus diminishing the world’s prosperity, 
forces must be joined to fulfil the tremendous obligations towards 
the community at large that rest upon the oil industry.” 
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MILLIONS of BARRELS 


From a theoretical viewpoint the regu- 
lation of oil output is a much more simple 
matter than is, for example, the control of 
planted crops. The yield of the latter is 
influenced by climatic conditions and 
fluctuations of weather. It is not neces- 
sary to bring to the surface more oil than 
can be marketed readily and it is possible 
to estimate with reasonable accuracy the 
probable demand for a period of six months 
or more ahead as the forecasts of the 
Federal Oil Conservation Board and the 
statistical committees of the American 
Petroleum Institute have demonstrated. 

As a practical undertaking, however, 
there are special and serious difficulties 
in the way of regulating the output of 
petroleum. These arise from the Federal 
anti-trust laws which forbid an agreement 
among producers to restrict production 
and from judicial rulings which have 
established the legal precedent that a 
landowner is entitled to all the oil he 
can bring to the surface by drilling upon 
his land. This practically compels the 
wasteful exploitation of new fields through 
the enforced drilling of offset wells. 
Modifications of existing laws to permit 
agreements for the unit operation of oil 
fields and legal establishment of the princi- 
ple that owners of the surface area over- 
lying an oil pool are entitled to share 
ratably in the oil that it contains are 
changes needed in order to prevent waste 
and avoid the market demoralization that 
follows the discovery of new fields. 
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Members of the petroleum industry can- 
not themselves effect these changes but 
they can exercise their united and indi- 
vidual efforts to bring them about. 

Such progress as has been made in regu- 
lating the production of oil in such a 
manner as to prevent waste and demorali- 
zation has come about mainly through the 
exercise of state authority. During the 
past year there have been notable ad- 
vances in securing recognition and sup- 
port for the exercise of such state author- 
ity. 

While the conservation of oil has been a 
subject of discussion and even of legisla- 
tion for a number of years past the basis 
of all the earlier proposals of this kind was 
prevention of the unnecessary waste of an 
important natural resource. Fear of the 
early exhaustion of the oil reserves of the 
country through reckless exploitation was 
the animating motive of state legislation 
and at the present time it provides the 
groundwork for state laws pertaining to 
this subject. The necessity of avoiding 
physical waste is no less urgent than it 
has been at past periods but its impor- 
tance has been somewhat obscured by the 
development of new sources of supply 
that have resulted temporarily in an ex- 
cess of oil above current requirements. 
The factor of economic waste involved in 
the production of oil that can be sold only 
at ruinously low prices is one that touches 
directly upon the pocket nerve of all 
members of the industry but it can only 





be considered incidentally and indirectly 
by state regulatory bodies and the State 
of Texas specifically prohibits considera- 
tion of economic waste in placing limits 
upon production. Under these circum- 
stances the action of state regulatory 
bodies in dealing with this subject has 
been slow, halting and to some extent 
ineffective. Nevertheless, progress has 
been made and it is especially significant 
that sentiment among petroleum produc- 
ers, particularly the smaller producers 
who are generally classed as independ- 
ents, has grown steadily in favor of a sane 
policy of regulating production. 

A year ago the industry was becoming 
acquainted with a new instrument for 
the prevention of uncontrolled production 
through the use of troops under the emer- 
gency of martial law by Governor Murray 
of Oklahoma and Governor Sterling of 
Texas. Regardless of the propriety of 
the methods employed they served to 
demonstrate the intimate relation be- 
tween production and price and convinced 
many of those who had previously opposed 
regulation that it was essential to the pre- 
vention of complete demoralization under 
such conditions as prevailed in 1931 when 
the bringing in of flush fields such as East 
Texas upsets the previously existing rela- 
tionship of supply to demand. 

One definite development of the past 
year, therefore, is a strengthening of the 
support for state regulation of production 
through conservation laws. Another is a 
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strengthening of the position of state con- 
servation commissions through important 
decisions of the courts defining or confirm- 
ing the exercise of their authority. 

The decision of the Supreme Court in 
November 1931 upholding the authority 
of the California commission was an im- 
portant landmark in establishing the 
validity of state control and the subse- 
quent decision in the Oklahoma case 
carried this still further. In the past few 
weeks an important case involving the 
powers of the Texas Railroad Commission 
has been before Federal judges in that 
state and in this case the decision ap- 
pears to place a further curb upon the 
extent to which regulation can be carried 
under existing statutes in that state. In 
general, however, it may be said that the 
principle of state regulation has won 
broader recognition within this past year 
and that state authority over produc- 
tion has become an established fact so far 
as this industry is concerned. 

Since the exercise of jurisdiction over 
oil production by a state naturally is con- 
fined to the particular territory of that 
state and since oil is produced in quantity 
in some ten or a dozen states of the Union 
there obviously is the strong probability 
that the procedure followed by different 
states may vary so much as seriously to 
retard the accomplishment of sought-for 
results so far as the general situation is 
concerned. Admitting that the exercise 
of state authority over production is an 
established fact and that it is here to stay 
it is clearly desirable to make possible 
such coordination of action and policy 
among the various state regulatory bodies 
as will enable producers in different parts 
of the country to claim an equitable share 
in the common market and to carry on 
production under reasonably uniform 
conditions. 

A start in this direction has been made 
through the organization of the Oil States 
Advisory Committee which has made sub- 
stantial progress during the past year 
toward working out a plan that would 
permit consultation and agreement among 
the various conservation commissions of 
the different states. To make such action 
really effective requires the authorization 
of Congress. If the oil industry is pre- 
pared to accept state regulation and de- 
sires to have such regulation operate to 
the advantage of the industry as well as 
of the general public an obvious next step 
is to work for the enactment by Congress 
of a law that will permit agreements 
among the states in matters affecting oil. 

Those who hold to old-fashioned theo- 
ries regarding the superiority of economic 
law to artificial regulation may regret the 
tendency to apply to the oil industry more 
and more extensive measures of control 


but even they are prepared to admit for the 
most part that the intervention of some 
body capable of issuing and enforcing 
rules to prevent irresponsible interests 
from spreading demoralization throughout 
the industry whenever a new field is 
brought in is a necessity under existing 
conditions. It must be recognized, how- 
ever, that since state control is political 
there is always danger that the interests 
of the oil industry may be sacrificed to 
make capital for a political party or a 
group of popularly elected officials. A 
problem that the petroleum industry 
must consider carefully and one that may 
come to present serious difficulties is how 
to preserve the advantages of reasonable 
regulation without surrendering essential 
control of the industry’s operations. 

In the marketing of petroleum products 
the number and variety of problems await- 
ing solution is so great that it is impossible 
to deal with them collectively or to do 
more than hope for the gradual elimina- 
tion of unsound trade practices which are 
the bane of the industry. In this field of 
activity progress during the past year has 
been less than in combatting excessive 
production. There are still far too many 
outlets for the distribution of gasoline, 
excessive dealer margins offer a constant 
inducement to price cutting and too much 
emphasis is placed on gallonage regardless 
of whether or not volume is attained on a 
sound business basis. 

One evil which is assuming constantly a 
more and more threatening aspect to the 
oil industry is the ever increasing burden 
of taxation imposed upon it. As the 
Federal Oil Conservation Board points 
out in its report issued in late October, 
state gasoline taxes collected in 1931 
amounted to more than $560,000,000. 
The total consumption of crude oil during 
the year was about 900,000,000 bbl. not 
all of which contributed to the production 
of gasoline. The average tax, therefore, 
was upward of 60 cents per bbl. and the 
Board directs attention to the fact that 
this is only slightly less than the average 
price received by domestic producers for 
their crude. 

When the record for 1932 is made up it 
will be found that the tax toll has become 
still heavier. State taxes have been 
raised, municipaiities have turned to 
motor fuel as a means of finding revenue 
and the Federal Government has laid its 
heavy hand on the industry with im- 
posts on gasoline and lubricating oils and 
a so-called excise tax on imported oils. 

Beginning with moderate levies of one 
and two cents a gallon with tax proceeds 
applied to the logical purpose of improv- 
ing state highways the taxes levied on 
gasoline have steadily risen until in two 
states they amount to seven cents a gallon 
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while the State of Alabama is now consid- 
ering an eight cent tax. In all parts of 
the country the motorist is subjected to 
double and in many localities to triple 
taxation on his purchases of fuel. In- 
stead of utilizing the returns from these 
heavy taxes for the building and mainte- 
nance of roads they are being diverted in 
an increasing number of cases to other and 
extraneous purposes. In many parts of 
the United States gasoline taxes now are 
more than 100 percent of the value of the 
gasoline itself. These mounting charges 
cut down consumption and impose a bur- 
den that no industry can carry success- 
fully. 

An evil twin to that of excessive taxa- 
tion is gasoline tax evasion. The induce- 
ment to evade tax payment increases in 
geometrical ratio to the rise in the tax 
itself. As a result of the disproportionate 
increase in the imposts levied on gasoline 
a large and in certain states a well organ- 
ized illicit traffic in so-called ‘‘bootleg”’ 
gasoline has developed. This of course 
encourages price cutting in a most viru- 
lent form and penalizes the honest dealer 
for the benefit of his law-dodging com- 
petitor. 

It cannot be said that the members of 
the petroleum industry are blind or in- 
different to the threat which heavy taxa- 
tion and the systematic evasion of taxes 
offers to the stability and indeed the very 
existence of their business. The tax com- 
mittees of the American Petroleum Insti- 
tute have been industrious in directing 
attention to the harmful effects of over- 
taxation and at the meeting of the Insti- 
tute in November 1931 a special commit- 
tee was appointed to wage a campaign 
against tax evasion. That committee 
has been active and has succeeded in im- 
proving conditions in many states that 
were being deprived of millions of dollars 
of revenue through systematic tax eva- 
sion. In certain cases it has been possi- 
ble, by waging an energetic fight, to defeat 
proposed increases in taxation. It is 
evident, however, that to prevent the 
throttling of the industry through un- 
warranted tax increases a greater effort 
than has thus far been made will be re- 
quired. It will be necessary to bring to 
the support of the oil industry the assist- 
ance of the makers and users of motor 
vehicles and all other interests adversely 
affected by the piling of tax upon tax. 
Organization of a broad, vigorous and 
well-financed campaign to prevent de- 
structive taxation is a matter that may 
well engage the most serious attention of 
all those organizations representing the 
country’s oil producing and marketing 
interests. 

While the problems faced by the pe- 
troleum industry of the United States are 











many and serious it is fortunate that the 
members of the industry can gather at 
Houston in an atmosphere of greater opti- 
mism than existed last year or the year 
before. Conditions in the industry have 
improved during 1932 in spite of a lessened 
demand for petroleum products. The 


financial showing of companies operating 
in this field, and particularly such infor- 
mation as has become available regarding 
third quarter operations, offers an encour- 
aging comparison with last year. Defi- 
nite progress has been made in dealing 
with problems of overproduction and the 


success that has attended the difficult task 
of bringing about a greater degree of 
stability in the international field gives 
reason to hope that by persisting in their 
efforts the members of the domestic in- 
dustry may succeed in putting their own 
house in order. 


Leaders Tell Oil Industry’s Needs 


Approaching Annual Summary of the Oil In- 


dustry’s Year at Houston Prompts Seven Leading 


Executives of the U. S. Industry to Comment on 


Problems Still to be Met. 


I. REPLY to telegraphic inquiries ad- 
dressed to them by WORLD PETROLEUM R. 
C. Holmes, W. G. Skelly, W. S. Farish, J. 
Howard Pew, Henry M. Dawes, E. B. 
Reeser, and E. G. Seubert gave the follow- 
ing interesting statements on the problems 
that may beexpected to be uppermostinthe 
minds of those attending the annual meet- 
ing of the American Petroleum Institute 
at Houston, Texas. Overdevelopment 
of the marketing branch, readjustment of 
tax rates, balanced relationship between 
supply and demand achieved through 
rational prices, cioser control of supplies 
of crude and the necessity for adequate 
leadership are discussed briefly and force- 
fully in this illuminating symposium. 


End Destructive Market Practices 


By E. G. Seubert 
President Standard Oil C y of Indi 





RP 


Having attained in recent years some 
semblance of control of its economic 
machinery the 
oil industry 
still faces the 
problem of 
bringing all 
its working 
parts into 
careful ad- 
justment and 
harmonious 
operation as 
well as that of eliminating new defects 
as they arise. 

The basic problem is, as always, to 
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establish and maintain a proper balance 
between the crude oil available and the 
current demand. To maintain that bal- 
ance it is desirable to strengthen in any 
way possible the present interstate cooper- 
ation in fixing and enforcing allowables. 
More attention must be given to difficul- 
ties caused by new wells. 

Illegal running of oil and selling below 
posted prices, even when not practiced to 
a great extent, has a seriously depressing 
effect on refinery and retail markets. Itis 
hoped that means will be found to elimi- 
nate these practices. 

Refiners face the necessity of holding 
their output below normal in order to 
reduce excessive stocks. The interest of 
the industry has long been concentrated 
on control of production. We need to 
apply more thought to corresponding co- 
operative efforts to the elimination of 
destructive marketing practices and con- 
ditions which give rise to unfair and 
unsound price cutting. I refer particu- 
larly to gasoline tax evasion and the 
current readiness to sell at a loss. 


Tax Reduction Most Important 


By J. Howard Pew 
President Sun Oil Company 


@w rue gasoline that it produces the 
oil industry is paying to State and Federal 
governments a manufacturer’s tax of 66 
to 150 percent. No great industry can 
live and carry such a burden of taxation. 
To bring about a reduction in these taxes 


stands out as the most important problem 
confronting the oil industry. 


Interstate Compact Needed 
By R. C. Holmes 


President, The Texas Corporation 


WVuie there are many things the oil 
industry can do and is doing in efforts to 
improve con- 
ditions, in my 
opinion the 
two most im- 
portant and 
deserving of 
universal sup- 
port are: first, 
the proposed 
interstate 
compact, 
which would 
facilitate co- 
operation be- 
tween oil 
producing states and the Federal Govern- 
ment; second, a more vigorous fight 
against increases in gasoline taxes and 
gasoline tax evasion. Those active in 
this effort are doing very good work, 
but until tax evasion is entirely prevented 
the industry will be in distress. 
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Regulation of Raw Material Supply 
By Henry M. Dawes 


President Pure Oil Company 


AN inpustrRyY cannot build soundly 
on any other foundation than a stable 
supply of raw material at prices higher 
than the bare cost of production. If 
prices go below a certain point producers 
are forced to put cheap oil on the market 
to avoid bankruptcy. The effect of this, 
so far as increasing production is con- 
cerned, is exactly the same as the stimu- 
lating effect of such excessive prices as 
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would unduly increase drilling. The 
price of oil, therefore, is a very important 
factor in regulating the quantity produced, 
but, in short cycles at least, too low and 
too high prices have exactly the same 
effect in creating overproduction. 

The marketing and refining structure is 
based on the cost of raw material. The 
margin between that and the final re- 
covered price is a competitive matter. 
The ultimate recovered price for finished 
products must be directly affected, how- 
ever, by the crude foundation on which it 
is built. It is my opinion, therefore, that 
the most important problem before the 
oil industry is that of the proper regula- 
tion of its supply of raw material. 


Balance Supply and Demand 
By W. S. Farish 
President Humble Oil and Refining C y 





Ix my judgment, as I have stated 
on several occasions recently, the most 
urgent need 
of the petro- 
leum industry 
is a balanced 
relationship 
between sup- 
ply and de- 
mand for 
crudeoil. Out 
of this will 
grow. several 
fundamental 
advantages 
including the 
elimination of 
great physical and economic wastes in 
production, equitable participation by all 
producing states and individual oil pools 
in the total market outlet for crude oil, 
protection of the correlative rights of com- 
peting owners in each producing field and 
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Airplane Market 


Over 31,000,000 gallons of gasoline 
and 1,178,669 gallons of lubricating oil 
were consumed during 1931 by airplanes 
in the United States. These figures rep- 
resent an increase of over 900 percent in 
the quantity used compared with 1926. 
Figures prepared by the research depart- 
ment of the Sinclair Refining Company 
indicate an increase from 18 to 126 
established airlines running on regular 
schedule. Such lines consumed 19,157,- 
382 gallons of motor fuel during 1931 
averaging 2/4 miles per gallon or about 50 


above all a sound price structure through- 
out the industry from the well to the fill- 
ing station pump. 

Crude oil prices must be adjusted to 
insure the average producer a fair profit 
and gasoline in San Pedro harbor, Gulf 
ports and Group 8 territory must sell at a 
price directly related to the crude oil price 
with retail prices ex-tax at such a close 
margin above wholesale prices as to 
prevent absolutely any giveaways in dis- 
tribution and to exact the utmost econo- 
mies from all dealers. 


Taxation and Tax Evasion Menace 
Industry 
By W. G. Skelly 
President Skelly Oil Company 

Wirnovt doubt in my mind excessive 
gasoline tax rates, the inadequacy of en- 
forcement 
methods and 
the resulting 
evasion of tax 
payments 
constitute the 
greatest exist- 
ing menace to 
the petroleum 
industry and 
the biggest 
obstacle in the 
way of sus- 
tained pros- 
perity. There 
are many other problems but they are sus- 
ceptible to remedy from within the in- 
dustry and are gradually being met. 
Moreover, they are not fraught with the 
insidious dangers that inhere in the gaso- 
line tax and its evasion. 

I strongly believe, therefore, that the 
most energetic effort of which this or- 
ganized industry is capable should be 
directed toward the lowering of tax rates 
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for Gasoline 


percent of the mileage per gallon obtained 
in 1936. This is explained by the larger 
and heavier planes now in use on estab- 
lished airlines. Miscellaneous flying, on 
the other hand, which accounted for 11,- 
658,009 gallons, raised the mileage per 
gallon in 1931 to over eight from 734 
average in 1926. 
Vv 


Tax Rulings 


Two important rulings have recently 
been announced by the Tax Department 


to a rational level and toward their strict 
enforcement. I earnestly hope that this 
subject will be in the forefront for consid- 
eration and action at the Houston 
meeting. 


Industry Needs Leadership 
By E. B. Reeser 


President Barnsdall Corporation 


Tue most important problem con- 
fronting the American oil industry today 
is how to de- 
velop a major 
company in 
each territory 
willing to as- 
sume the 
leadership 
in meeting 
changing con- 
ditions. The 
selfishness in- 
herent in all 
men makes it 
almost impos- 
sible to de- 
velop leaders willing to submerge their 
own immediate advantage for the benefit 
of the whole, even though the necessary 
changes will add tremendously in the 
long run to their own profits. 

The present deplorable condition in the 
marketing branch of the industry is the 
source of nearly all our problems. Less 
than five percent of the total volume is 
making the price structure. To improve 
conditions agreements are not necessary. 
Nearly all marketers will follow a leader 
who has a major portion of the business 
while the less than five percent unwilling 
to conform, which probably always will 
be present, will follow on the same relative 
differential as that which now exists. 

The industry is praying for a leader. 
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with respect to the tax on lubricating oil 
and gasoline. The following is a digest of 
these rulings prepared by J. S. Seidman, 
tax expert of Seidman and Seidman, 
certified public accountants. 

1. A broker who has storage facilities 
for storing oil is not classed any differently 
from a broker who does nothing but 
purchase and sell oils. 

2. Cutting oils and water soluble oils 
used in cutting and machine operations 
on metals, are used for lubricating pur- 
poses, and are therefore taxable when 
sold by the manufacturer or  pro- 
ducer. 
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World Gasoline Prices Trend Upward 


Result of Paris Conference Restores Confidence 


in World Industry. 


Roumanian Agreement Worth 


Generous Terms Offered by International Group. 


Domestic Conditions to be Improved. 


Adcaceuent between the interna- 
tional oil groups and Roumanian produc- 
ers on the stabilization of markets, has 
given the European petroleum industry 
an entirely new outlook. Prices for 
products have been raised in several of the 
principal markets, and quotations for 
international oil shares have taken on a 
definitely stronger tendency. 

There is good reason for the better at- 
mosphere. As noted in last month’s 
WORLD PETROLEUM, only Russian ex- 
ports, amounting to something like seven 
percent of the world’s total, are now out- 
side stabilization schemes. 

Cooperation in marketing has reached 
its present advanced stage by gradual 
development, starting in its most natural 
surroundings and increasing in scope with 
widening experience of its benefits. Apart 
from internal planning of distribution con- 
sequent on absorptions and amalgama- 
tions between individual companies, one 
of the first definite selling agreements was 
made several years ago, when British 
companies distributing in India agreed 
that the requirements of that market not 
supplied by Burmah Oil and the indige- 
nous producers would be shared between 
the Shell, Anglo-Persian and other selling 
organizations. Benefiting by the experi- 
ence thus gained, Shell and Anglo-Persian 
arranged later to cooperate in all Eastern 
markets outside China and Australia by 
pooling their selling organizations on an 
equal basis. A somewhat similar arrange- 
ment was made last year in the British 
market, where the general marketing 
situation has since been improved by the 
transfer of control of Petroleum Storage 
and Finance from Standard Oil of Indiana 
to Standard Oil of New Jersey. 

A much more comfortable market 
would thus have existed in Great Britain 
but for the “dumping” of low-priced 
petroleum products. It is in this connec- 
tion that the Roumanian agreement 
assumes great importance. 

A very large part of the inferior 
“‘pirate”’ petrol sold in the British market 
has been of Roumanian origin. It has 
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come from the smaller producers and has 
been distributed by casual buyers or 
through certain minor organizations. 
Since it has been bought from companies 
with the slenderest financial resources, it 
has generally been obtained largely at un- 
remunerative prices for the producer. At 
the same time, its sale by concerns with 
little reputation to maintain and small 
establishment charges to meet has led to 
severe price cutting. 

What has occurred in the British market 
applies equally to France, Belgium, Hol- 
land, Germany, Egypt, and numerous 
other countries where market stability has 
been disturbed by surplus Roumanian 
production of poor quality, sold at cut 
prices. 

It is true that the proportion of Euro- 
pean consumption met from Roumanian 
sources of supply has not been large. Re- 
cent estimates put the figure at about 14 
percent in 1930, and just over 18 percent 
in 1931. Great significance attaches to 
this increase, and the international groups 
were undoubtedly right in assuming that 
Roumanian exports, if left unrestricted, 
would increase by leaps and bounds while 
the current depression continues. Any 
European country which gets itsoil across 
the Atlantic and to inland United States 
centres, as Roumania has done, is certain 
to be a keen competitor in markets nearer 
home. 

This diagnosis of the situation led the 
international groups to adopt a very 
liberal attitude towards Roumanian ex- 
ports. The terms originally offered were 
decidedly generous. Those which Mr. 
Osiceanu and his confréres obtained on 
their second visit to Paris, although they 
fell short of the counter-proposals put for- 
ward by the Roumanian industry, were 
even more so. The group negotiators, 
however, were not taking a narrow view 
and were prepared to sacrifice a great deal 
for a real prospect of stability in the 
world’s oil markets. Although Rouma- 
nian production has been increasing so 
rapidly during recent years, it still 
amounts to less than 3.5 percent of the 


world output. Concessions granted to 
Roumania will therefore not impose any 
very serious handicap on the big groups 
individually. The latter, with their ex- 
perience of coordinating selling arrange- 
ments in the broad sense, were fully 
prepared to agree to the safeguards for 
Roumania introduced into the convention. 
They wanted stability, and were prepared 
to pay a good price for it. 

Roumanian producers have been work- 
ing out their own problems since the Paris 
meeting, attempting to stabilize the 
domestic market and restrict crude pro- 
duction, at the same time fixing export 
quotas for individual producers, a task 
that is proving most difficult. 

Simple as it might appear in most other 
producing countries, this task is one of 
exceptional difficulty in Roumania. Ina 
sense, a very large proportion of the 
country’s production was actually con- 
cerned on both sides of the Paris Confer- 
ences. Astra Romana and Romana 
Americana, for example, with combined 
outputs of approximately 25 percent of 
Roumanian production were actually 
represented among those who were nego- 
tiating with Roumania through their as- 
sociations with the Royal Dutch-Shell 
group and Standard Oil of New Jersey. 
A further large percentage of Roumanian 
production falls under the influence of 
interests seeking a world stabilization, 
and there is no doubt of the desire of the 
industry to implement the Paris terms by 
arriving at internal agreement. It is 
among the smaller Roumanian producers 
that difficulties arise when individual 
sacrifices are discussed. 

It has been suggested that if these dif- 
ficulties are not met there is a possibility 
of excess Roumanian production again 
finding its way into world markets. 

The Paris agreement, however, deals 
quite definitely with this aspect of Rouma- 
nian oil economics, providing for restrict- 
ing production to the volume of home 
consumption and export quota. It may 
therefore be taken for granted that 
Roumania will comply with the undertak- 
ing given on her behalf. 

In view of the excellent terms obtained 
it is in the interests of Roumanian produc- 
ers to find means of composing any in- 
ternal differences which may arise. The 
agreement, after all, is for the benefit of 
the world industry, and in the long run it 
will help Roumania, even taking account 
of the restriction of exports which it in- 
volves for that country. 


WORLD PETROLEUM 
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The Struggle for Gasoline Export Markets 


United States Yielding to Roumania and Russia 


in Supplying Europe, Purchaser of Over Half the 


World’ s Gasoline Exports. By John W. Frey, Ph.D. 


Petroleum Section, Minerals Division 


U. S. Bureau of Foreign and Domestic Commerce 


Over thirty countries in the world 
annually consume in excess of 500,000: 
bbl. of gasoline each. Twelve of those 
have either no production or production 
of less than 100,000 bbl. All of the others 
have substantial refinery ca- 
pacity, but only ten countries 
have large exportable surpluses 
of gasoline. 

The rapid expansion of auto- 
motive use in the United States 
is common knowledge. Regis- 
tration of automobiles during 
the past ten years has increased 
almost two and one-half times, 
from 10,465,000 in 1921 to 
25,814,000 in 1931. During the 
same period domestic gasoline 
consumption has increased al- 
most four times, from 108,000,- 
000 bbl. in 1921 to 400,000,000 
bbl. in 1931. Combined exports 
of the ten gasoline surplus pro- 
ducing countries have had a 
more striking increase than 
domesticconsumption. In1921 
the total export of those coun- 
tries was 14,541,000 bbl. as 
compared with 129,428,000 bbl. 
in 1930, and 113,819,000 bbl. 
in 1931. From this it will be 
observed that the rate of export 
increase was about 50 percent 
greater than consumption in- 
crease in the United States. 
Knowing that the refinery ca- 
pacity of a number of countries, 
in addition to the ten under review, has 
increased, it is obvious that the consump- 
tion of gasoline has increased more rap- 
idly in foreign countries than in the 
United States. This statement should be 
modified a little further with the observa- 
tion that since the World War certain 
countries have become gasoline users. 

While the scale of gasoline consumption 
is very much smaller in foreign countries 
it is, nevertheless, a business of great 


1 Motor Fuels in Foreign Countries, Bulletin No. 805, 
Bureau of Foreign and Domestic Commerce. 
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and Russia in recent years. 


few years. 


magnitude as is indicated by the peak 
export of 129,000,000 bbl. in 1930, by 
the ten leading exporters. In other 
words, the exports of the “big ten”’ in 
the peak year were over one-fourth as 


A VITAL element contributing to the pros- 
perity of the United States is threatened: 
export markets formerly supplied by 
United States are being taken over by the 
aggressive campaign inaugurated in Roumania 
Still the world’s 
most important exporter of gasoline, having Russia started its ‘‘come 
the greatest diversification of markets and the 
most complete facilities for exports the United 


States has steadily lost ground in the past 


ture of international trade in gasoline during 
the past decade, prepared by John W. Frey of 
the U.S. Bureau of Foreign and Domestic Com- 


merce expressly for World Petroleum, draws 


sources of the world’s supply of gasoline and 


the increasing importance of various markets. 


large as consumption in the United States. 

Looking back over the period of a 
decade and a year we find at the beginning 
of the period, 1921, that of the total 
14,541,000 bbl. exported, the United 
States shipped 6,453,000, or 45 percent 
of the group total as indicated in the 
accompanying table. At that time the 
Netherland West Indies, using Venezue- 
lan crude, had just begun to register on 
the business retina of a limited group with 
keen vision. Russia existed as a latent 
image, but had not sufficiently recovered 


The accompanying accurate pic- 


from the shock of revolution to figure at 
all as a reality. For sources of gasoline, 
other than the United States, the world 
was dependent upon Netherland India 
(then known as the Netherland East 
Indies), Persia, Roumania, Peru, and 
Poland. Trinidad and Sarawak had very 
small production. 

While crude oil production in Vene- 
zuela dates back to 1914 the red letter day 
in the oil history of that country was 
December 14, 1922, when a great gusher 
that ran wild for nine days was brought 
in. Butrefinery construction at Curacao, 
Netherland West Indies, where most of 
that oil is refined, required time and not 
until 1925 did the export of 
that area exceed one-half of one 
percent of the group total. 
During 1928 the refinery ca- 
pacity of the Netherland West 
Indies was augmented by that 
of the Island of Aruba, and total 


the exports increased from 3,950,- 


000 bbl. in 1927 to 6,413,000 
bbl. in 1928. Since then their 
exports have moved upward to 
17,039,000 bbl. in 1931. 


back”’ in 1922, and has since 
then continued both a relative 
and actual gain. In 1925, the 
year the Netherland West In- 
dies jumped from one-half of 
one percent to two percent of 
the group total, Russia had 
passed all other exporters except 
the United States, Roumania, 
Persia and Netherland India. 
Russia’s gain in exports was 


attention to the shifting emphasis on the fairly consistent during the 


four years, 1925 to 1928, inclu- 
sive, each year increasing about 
1,000,000 bbl., more or less, but 
during the past three years the 
gain has been a bit more dra- 
matic, adding over 2,000,000 
bbl. in 1929 and 3,000,000 bbl. 
during each of the past two years. 

The rate of growth of exports of Nether- 
land India has been generally a declining 
one since 1921. Its percentage of the 
group total declined from 23 in 1921 to 
8.7 in 1931, but was as low as 8 in 1928. 
There, however, has been no actual 
decrease in volume of gasoline exports 
except in 1931. From 3,338,000 bbl. 
in 1921 to 11,169,000 bbl. in 1930, the 
record is one of increase, but with a 
contraction to 9,929,000 bbl. in 1931. 
The curve of Persian gasoline exports, 
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Continental Destinations of Gasoline Exports of Ten Gasoline Exporting Countries— Year 1930 


(In Barrels of 42 U. S. Gallons) 





United Per- Netherland Per- Per- Per- Netherlands Per- Per- 
Destinations States cent West Indies cent Russia! cent Rumania cent India cent Persia? cent 
North Europe 37,480,667 59.3 2,242,809 13.2 9,476,000 78 5,621,543 59.1 327,388 2.9 7,558,383 71.9 
South Europe............. SD BD kk cctvess 2,307,000 19 3,404,433 35.7 875,175 7.9 175,275 «1.7 
North America, Central 
America and West Indies . 9,515,021 15.1 14,257,100 83.7 a, S ae 
South America............ 3,446,176 5.3 296,903 1.7 i | reer Pee 7 ; usa : 
ee 2,442,663 3.9 *y — 182,000 1.5 472,847 5.0 56,271 0.5 2,755,960 26.2 
Asia .. eisai nid BD SD lnc ccccccs SE A - dower a oeenee 9,908,869 88.7 21,007 0.2 
Australia, New Zealand and 
Oceania ........ OE e 4,564,171 Te.) ceeR eRe UNS, KEeNRESene S4mas” B6S0dSe ee 375 . “Tr 
Unknown Destinations....._ .......... ..... 245,189 1.4 16,677 0.2 860 268 . 
Total 63,195,331 100 17,042,001 100 12,152,000 100 9,515,500 100 11,168,938 100 10,510,893 100 
Per- Per- Per- Per- Per- 
Destinations Peru cent Trinidad cent Sarawak cent Poland cent Total cent 
North Europe .............. 1,051,716 43.6 ae ae 0 aseeNacne onaes 332,704 96.2 64,140,478 48.6 
CGC clea  ““seswSies eee’ -. KeMhOOME Meare,  eas-atemuaine! Wedus 12,896 3.7 10,061,107 7.8 
North America, Central 
America and West Indies. . 81,963 3.4 ne ee 8 wtasessenl Gedae asusivn 25,333,941 19.6 
South America ............. 1,278,134 53.0 ee. Se  §Gavseunae aeced 5,110,066 3.9 
DMC Ct ccc ceReenAaeek. . BD-0ECEREC -kenes . Middbeads @tesk .§ exetaneaeusensd 5,909,741 4.6 
Dc CeRbRReREREECRAeKeEes §§ sAeSUgKECA Seebs <Sh0056K0—- Ween 1,563,431! 100 14,026,612 10.8 
Australia, New Zealand and 
DIPMEORORG Goede 606060 R lS Bl (GR ee ||| emg pues eer ae 4,564,546 3.5 
Unknown Destinations ..... Pr ere a © Serr ee data 304 «0.1 281,859 0.2 
SE 2,411,822 100 1,522,530 100 1,563,431 100 345,904 100 129,428,350 100 


1 Quantities by destination estimated. 
2Persian fiscal year which ends March 20th. 


although wavy, was comparatively flat 
from 1921 to 1927, but through those 
years and in 1928 also the relative posi- 
tion declined. In 1921 Persia exported 
12.5 percent of the group total, but in 
1928 only 3.7 percent. During the past 
three years actual exports have increased 
strikingly from 3,150,000 bbl. in 1928 to 
10,511,000 in 1930, and the relative posi- 
tion has changed from 2.7 percent to 8.1 
percent. The 1931 exports were 8,985,000 
bbl. By reason of unit development the 
Persian record has been rational during 
the entire period under review. 

In relative position, collectively and 
individually, Peru, Sarawak and Trinidad, 
have been more nearly stationary than 
any other countries, although Peru de- 
clined from 5.8 percent in 1921 to 2.0 per- 
cent in 1931. The exports of Peru in- 
creased from 843,000 bbl. in 1921 to 
2,650,000 bbl. in 1929, but declined to 
2,300,000 bbl. in 1931. The relative 
position of Trinidad among the “big 
ten’’ was almost constant throughout the 
period; the variations have ranged be- 
tween one-half of one percent and 1.6 
percent. The year of highest relative 
position and actual export was 1931 when 
its 1,808,000 bbl. represented 1.6 percent 
of the group total. Sarawak, which 
exported 189,000 bbl. in 1921, reached its 
peak of export, 1,961,000 bbl. in 1929. 

Only one country in the group of ten 
has experienced a year during the period 
in which the exports were less than in 
1921. That country is Poland, which in 
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1921 exported 385,000 bbl. with increases 


to 661,000 bbl. in 1924, 
to 346,000 bbl. in 1930. 


A decade of gas- 
oline exports and 
the share of the 
world market 
held by each im- 
portant export- 
ing country. 
Addition of the 
segments of each 
vertical line gives 
total exports for 
that year. 


going a struggle to improve its position 
in the gasoline trade. 
During the past two years Roumania 


and then a decline 
Poland is under- 
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Gasoline Exports of Ten Gasoline Producing Countries 


(In Barrels of 42 U. S. gallons) 



































Per- Per- Per- Per- Per- Per- 

1921 cent 1922 cent 1923 cent 1924 cent 1925 cent 1926 cent 

United States ers 6,543,272 45.0 13,787,191 57.8 20,740,872 65.0 29,035,104 71.8 31,352,090 67.5 42,479,876 66.3 
Netherland West Indies 68,696 0.5 94,294 0.4 108,157 0.3 193,331 0.5 911,962 2.0 2,562,502 4.0 
NL ok CODEN ad eke Ae ; 20,120 0.1 296,242' 0.9 73,095' 2.4 2,005,714 4.3 3,396,518 5.3 
Rumania hndemes ide 1,285,314 8.8 1,096,254 4.6 1,231,922 3.9 1,381,862 3.4 2,252,118 4.8 3,609,925 5.6 
Netherland India............. 3.338.453 23.0 4,010,667 16.8 4,020,108 13.0 4,142,091 10.2 4,658,984 10.0 5,545,762 9.0 
SNS 0 0 0 dv 0cenesevesescanee 1,808,959 12.5 2,496,635 10.4 2,951,446 9.0 1,591,839 4.0 2,321,903 5.0 2,670,148 4.0 
Peru a ee ee ee 842,780 5.8 1,211,742 5.1 1,065,095 3.3 1,419,639 3.5 1,244,309 2.7 1,659,983 2.5 
SLA d5A0 neat abacnnented 78.955 0.5 156,147 0.7 302,056 0.9 384,816 1.0 383,990 0.8 594,268 0.9 
Sarawak ct enebakeenea 189,067 1.3 496,095 2.1 669,626 2.1 628,893 1.6 792,487 1.7 915,289 1.4 
DEG 63. Asad eecndeeeen eee 385,185 2.6 71,138 2.0 520,655 1.6 660,886 1.6 551,588 1.2 655,687 1.0 

WE e003 cwagepgeensesebess 14,540,681 100 23,840,283 100 31,906,179 100 40,411,583 100 46,474,745 100 64,089,958 100 

Per- Per- Per- Per- Per- 

1927 cent 1928 cent 1929 cent 1930 cent 1931 cent 

RE GRE no svccdenancasas 43,334,164 62.0 51,751,754 60.8 60,006,674 55.3 63,195,331 48.8 43,786,519 38.5 
Netherland West Indies....... 3,590,502 5.1 6,413,449 7.6 9,713,589 9.0 17,042,001 13.2 17,038,994 15.0 
Plt tcendsuwueebetusuwws 5,094,698! 7.3 6,424,.485' 7.6 9,174,766 8.5 12,152,000 9.4 15,131,700 13.3 
PGE. ccc cccccsccssccesss GEER 66 5,638,327 6.6 6,820,579 6.3 9,515,500 7.3 13,153,512 11.5 
Netherland India............. 6,135,856 8.8 6,823,628 8.0 9,534,142 8.8 11,168,938 8.6 9,929,026 8.7 
EE 6a8N 004 dena veceenne ... 2,759,339 4.0 3,149,788 3.7 6,789,383 6.3 10,510,893 8.1 8,985,161 7.9 
Pantacvvacteecesueewshwaeis 2,122,210 3.0 2,627,413 3.1 2,649,669 2.4 2,411,822 1.9 2,300,000 2.0 
MED 5.0:0:00:6640044056 80400 812,680 1.2 1,124,100 1.3 1,383,611 1.3 1,522,530 1.2 1,807,662 1.6 
DT ddusdietetanedencseuKe 944,743 1.3 577,779 0.7 1,961,094 1.8 1,563,431 1.2 1,091,409 1.0 
I Seis dhada sd th aie aa iiaaeianes 514,336 0.7 521,236 0.6 370,768 0.3 345,904 0.3 595,128 0.5 

 asvarreusseesneiayause 69,928,396 100 85,051,959 100 108,404,275 100 129,428,350 100 113,819,111 100 


1 Fiscal year ends September 30th. 
2 Persian fiscal year ends March 20th. 
? Estimated. 













































































1 has expanded its foreign gasoline market consumption. But beginning with 1925 Even the most casual glance at the 
relatively more than any other country. its exports expanded rapidly from 2,252,- graph showing the rate of growth of the 
t Starting with 1921 for four years there 000 bbl. to 6,821,000 bbl. in 1929. In _ six leading gasoline exporters will disclose 
was almost a static export with a conse- 1930 and 1931 their exports made a fierce that while the five other countries had an 
—s quent relative decline; that is Roumania thrust and have swelled, in a declining influence on the rate of growth of exports 
did not participate in the world increased world market, to 13,154,000 bbl. in 1931. of the United States, not until 1929 did 
| the thrust of Russian and Roumanian 
gasoline exports exert a strong retarding 
United States share of the world export market for gasoline, 1921 to 1931. effect. It should also be noted that in a 
. cinta reduced world market the increased 
129,438,316 __ BARRELS exports of Russia and Roumania not only 
_ 51.2% influenced the exports of the United 
120 States, but also markedly reduced the 
[Jorwee LEADING PRODUCING COUNTRIES Gosoline Exports 113,819, 16 rate of growth of exports of Persia, Neth- 
e UNITED STATES Gosoline Exports 108,404,219 écst''° erland India, and the Netherland West 
Barrels of 42 US. Gollons 447% Indies. As foreign gasoline trade during 
. | 100 the last few years has been affected by 
extraordinary and irrational factors, sus- 
7 ae + 90 ceptible of correction, one cannot safely 
39% project these curves in anticipating future 
, 80 trends. 
The characteristics of the export trend 
: | 69,928,396 -70 . a ee : e , ‘ 
| 64,089,058) 389% in 1932 are indicated in the following table: 
| 33.8% © 
i Gasoline Exports First Half 1931-1932 
L (In thousands of barrels) 
pT ” Country 1931 1932 
| $0410 583) ae 40 United States 22.922 20.394 
¥ 28% 2 Netherland W. I. 8.712 8,047 
31,906,179 Roumania 8.216 7,532 
35% ” Russia 6,286 7,459 
| 23,840,285 = Netherland India 5,115 4,929 
SATM 20 Peru 1,182 1,445 
ae Trinidad 920 895 
55% 10 Sarawak 417) 372! 
Poland 228 291 
Persia 5.414 5,303 
1921 1922. 1923 1924 1925 1926 1927 1928 1929 1930 1931 LExports for first 4 months only 
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The trend of gasoline exports from six countries since 1921. 


While it is not proposed to go into any 
detail of import statistics, the destination 
by continental groups of the exports of the 
‘“‘big ten’? should be given in order to 
make a balanced picture. Since it is 
difficult to carry a mental note of a large 
number of items, the continental desti- 
nations for 1930 of the leading gasoline 
exporting countries has been summarized 
in the accompanying table. The year 
1930 was chosen for two reasons: it was 
a peak year, and mote complete details 
by destinations were available than for 
1931. The total exports are available for 
all the countries, but the detail by desti- 
nations for Russia and Sarawak are 
estimated. In both of these estimates 
there is a strong probability of error but 
not enough to invalidate the conclusions. 

The first thing that strikes one in fol- 
lowing the exports of the leading ten 
gasoline exporters to destination, is that 
Europe is the market for over 56 percent. 
Next one sees that the destination of 64 


percent of the United States exports was 
to Europe. The two countries that 
made export gains in 1931, namely, 
Russia and Roumania, exported 97 per- 
cent and 95 percent, respectively, to 
Europe. The bulk of exports of Trinidad 
and the Netherland West Indies, 94 and 
84 percent, respectively, went to North 
America, Central America and the West 
Indies. In the Far East the exports of 
Netherland India and Sarawak are largely 
to nearby Asia. Persia shipped 74 per- 
cent of its gasoline to Europe and most of 
the remainder to Africa. Poland ex- 
ported practically no gasoline outside of 
Europe. Although more than half of 
Peru’s exports went to South America, 44 
percent went to Europe. The United 
States is the only country in the group 
with any noteworthy diversification of 
destinations; in addition to large per- 
centages to Europe and nearby America 
there are smaller percentages to the other 
great geographical divisions. 








It is clear from the preceding data that 
the United States has taken export losses 
during the past two years, largely through 
displacements in Europe and it is also clear 
that the battle front of the gasoline ex- 
porters is on that continent. From that 
it follows world prices of gasoline are to a 
very considerable extent determined in 
Europe. If the United States excise 
tax on imports is effective to the point of 
materially reducing or excluding foreign 
gasoline, further changes in the size and 
direction of the tanker flotilla may be 
anticipated. 
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Hoover’s Foreign Oil 
Investments 


| EN REPLY to representations that he 
was opposed to relief for the domestic oil 
industry because of investments in for- 
eign oil interests President Hoover sent 
the following telegram to Mr. C. C. 
Teague: 


C C TEAGUE 


Republican Headquarters 245 
Rowan Bldg Los Angeles Calif I have 
your telegram stating that Demo- 
cratic agents despite all proof to the 
contrary are still circulating mislead- 
ing statements through their fields 
that I have been opposed to relief of 
the Oil Industry because of my sup- 
posed interest in Foreign Oil and that 
I opposed the tariff on oil this is usual 
type of politics. I have not in fifteen 
years since I entered public service 
had a dimes interest outside of the 
United States of any kind including 
oil. I supported the oil tariff in rev- 
enue bill and signed that bill. With- 
out support I gave I do not believe it 
would have received sufficient vote 
from non oil sections to have been 
carried 


HERBERT HOOVER 
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Tue question of whether Kettleman 
Hills was to be given a prior right to make 
commercial deliveries of natural gas, over 
that of the new Buttonwillow gas field 
apparently has been settled by the De- 
partment of Natural Resources. 

Milham Exploration Company has 
contracts with Pacific Gas and Electric 
Company to make commercial deliveries 
from its new gas wells at Buttonwillow. 

Early in October a Pacific Gas and 
Electric crew of 26 men established head- 
quarters in Wasco, and will remain five 
months to hook up pipelines to the Mil- 
ham gas wells at Buttonwillow. 
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Successiul Unit Operation ona Large Seale 


Almost Two Years’ Operation of Unit Development 


in an Important Field Has Proved the Value of 


the Kettleman North Dome Association. 


By William Reinhardt and A. S. Hayes 


Ix CONTRAST to the disorder and con- 
sion of the East Texas field, the orderly 
velopment of the important petroleum re- 
rves of the Kettleman North Dome offers a 
lution of the industry’s future problems of 
w major fields discovered at a period of 
rious overproduction. Inthe accompanying 
tile Mr. Reinhardt, manager, and Mr. 
yes, engineer, of the Kettleman North 
me Association outline briefly the accom- 
ishments of the Association, the obstacles 
et and overcome, the difficulties and handi- 
ps under which unit operation of a large 
ld is carried on. 


Discovery of the Kettleman Hills 
field in November, 1928, came at a time 
when the oil industry of California was 
actively engaged in the intensive develop- 
ment and production of the deep zones at 
Santa Fe Springs and Long Beach. The 
resultant production from these operations 
during the year 1929 plunged the industry 
into the worst over-production period of 
its history. 

Delay in the development of the Kettle- 
man Hills field was imperative to prevent 
the utter collapse of the industry. This 
delay was brought about by the coopera- 
tion of practically all operators in the 
field, aided by the Department of the 
Interior, which resulted in the signing of 
the conservation agreement calling for 
the limitation of production to that area 
immediately surrounding the discovery 
well and, with a few exceptions, to the 
confinement of drilling to those wells 
already started and the suspension of 
such wells upon penetration of the Tem- 
blor. The Department of the Interior 
was helpful in this procedure by granting 
operators their leases upon proof of the 
presence of the Temblor under the lands 
covered by their permits. The Secretary 
of the Interior was necessarily a party to 
this agreement, inasmuch as 9,640 acres— 
or 45 percent—were government owned 
lands, being developed under the provi- 
sions of prospecting permits. This agree- 





NOVEMBER - 1932 


ment was signed in July, 1929, and was to 
be effective for a period of two years 
thereafter. 

This left two small areas in the northern 
half of the field subject to development 
and production by operators holding 
leases on privately owned lands. The 
development of these two areas was re- 
tarded but could not be entirely elimi- 
nated. The promulgation of this agree- 
ment provided the necessary respite at 
this critical time, but with the discovery 
of an enormously prolific black oil zone, 
underlying the originally discovered light 
oil zone, at extreme ends of the structure 
and more than ten and one-half miles 
apart, during the last half of the year 
1930, it became apparent that under the 
ordinary method of competitive develop- 
ment which would take place at the ex- 
piration of the time limit of the agreement, 
this field’s potentialities would provide a 
source of supply in such excess above 
requirements that not only the welfare 
of the industry of the state, but that of the 
United States, would be seriously men- 
aced for years. 

Facing this realization the operators 
redoubled their efforts to lift this field 
from the plane of competitive drilling 


and production and place it under unit 
control for the orderly and sane develop- 
ment of its resources without waste. 

As the culmination of a year’s intensive 
effort, the Kettleman North Dome As- 
sociation was organized January 31, 1931 
and came into effective control of the 
lands under its jurisdiction April 1, 1931. 
At its inception it consisted of fourteen 
members owning or having the right to 
operate 10,800 acres on the North Dome of 
Kettleman Hills which, together with the 
holdings of the Standard Oil Company, 
operated with the Association under a 
cooperative arrangement, comprised more 
than 95 percent of the lands in the field. 

The management’s first duty upon 
assuming control was the initiation of 
sufficient development work to protect the 
Association’s lands from drainage from 
those operators of fee lands who had failed 
to come into the Association, and to pro- 
vide for the production of the minimum 
amount of oil specified in the articles of 
agreement. 

Having but two producing wells at its 
inception, with a production of slightly 
more than 3,000 bbl. daily of 60 gravity 
oil, the Association immediately started 
its campaign of offsets with the result 
that today eleven offsets have been com- 
pleted, together with four other wells 
completed for the purpose of providing 
flexibility in meeting the demands of 
the curtailment program. This compares 
with ten completions of the Standard Oil 
Company, operating under the same con- 
ditions as applied to the Association, and 
nine completions by operators of fee lands 
during the same period. It is conceded 


Superior Huffman number 2 coming in. 














that the Association and the Standard 
Oil Company could have produced the 
minimum amount of oil required from this 
field during this period with half the num- 
ber of completions required under the 
competitive development necessary in two 
areas of fee owned lands. 

In addition to this development, the 
Association is charged by the articles of 
agreement with the drilling of exploratory 
wells for the purpose of defining the pro- 
ductive limits of the field. Twosuch wells 
have been drilled by the Association and 
one by the Standard Oil Company. Addi- 
tional wells of such character will be 
necessary before definite limits are estab- 
lished. The cost of this exploratory 
work would be eliminated in the normal 
development of a field at this stage of 
its progress. 

The primary cause of completion of 
wells outside the competitive area was 
the necessity for obtaining sufficient pro- 
duction to fulfill the minimum require- 
ments. In the course of one and one-half 
years’ operations, however, it has been 
found that certain locations in the com- 
petitive areas have afforded extremely 
high gas-oil ratio wells. In the interest 
of conservation and sound production 
practice, wells drilled in these locations 
and showing these high ratio tendencies 
have either been completely shut-in or 
sharply curtailed—thus necessitating sup- 
planting this production with production 
from low ratio wells, either within the 
area itself or at some location consider- 
ably removed. Hence, wells outside the 
competitive areas have been useful and 
necessary. 

Since the latter part of July, 1931, when 
the development of the black oil zone 
began to bring the field’s production to an 
alarming peak, there has been a curtail- 
ment program in effect, limiting the field’s 
daily production to 60,000 bbl. Of this 
amount 45,000 bbl. is shared by the As- 
sociation and the Standard Oil Company, 
controlling over 95 percent of the field’s 
acreage, while 15,000 bbl. is allowed other 
operators. The total outlet is principally 
produced from the two competitive areas, 
29,866 bbl. being assigned to the Huffman 
area and 21,974 bbl. to the Felix area; 


the balance to be produced by the As- 
sociation and the Standard Oil Company 
at any location they see fit notimmediately 
contiguous to either area. In the Huff- 
man area, the so-called outside operators 
controlling approximately 13 percent of 
the acreage of the area are allowed 25 
percent of the outlet, while in the Felix 
area, where they control 3314 percent of 
the acreage, they are assigned slightly 
over 34 percent of the outlet. In the 
latter area the Association’s allowable is 
dependent upon the total allowable of the 
properties directly offsetting. Both of 
these areas are surrounded by Association 
and Standard Oil Company properties, 
the Huffman area on all sides and the 
Felix area on three sides, so that if 
the necessity for curtailment continues 
through any extended length of time, as 
now appears evident, these lands will 
eventually prove a feeding ground for 
the areas themselves. 

The Association and the Standard Oil 


Development 
in the North 
Dome area. 
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Huffman Area 
where opera- 
tors outside 
the Associa- 
tion have 25 
percent of pro- 
duction from 
considerably 
less than one 
quarter of the 
area. 
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Company, together with all other opera- 
tors in the field, have rigidly conformed 
to the provisions of this curtailment pro- 
gram since its inception, but it has been 
the Association’s position, maintained 
from the start, that because of the wide 
discrepancy between percentage of acre- 
age holdings compared to percentage of 
allowable production of other operators, 
exclusive of the Standard Oil Company, 
the schedules were inequitable. The 
Association has, however, agreed to con- 
form therewith as a temporary expedi- 
ency to further the initiation of curtail- 
ment, but will not continue indefinitely 
without a readjustment of allocations. 
By cooperative arrangement, Standard 
Oil Company and the Association share in 
the production of all products on an 
acreage percentage basis. This means 
that company totals only are of impor- 
tance, and those totals are periodically 
balanced on the basis of the percentage of 
each company’s acreage to the total acre- 
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Aerial view showing the structure of Kettleman Hills. 


age of the two companies. Thus, at a 
single stroke, all competitive offsets 
between the two companies have been 
eliminated and production is taken when, 
as, and if desired, irrespective of location. 

It is difficult to predict what might 
have happened in this field at the expira- 
tion of the time limit of the conservation 
agreement in July, 1931,* had the As- 
sociation not been organized before that 
time. Certainly every operator would 
have taken immediate steps to protect 
his boundaries from drainage. Produc- 
tion in the light oil zone at the discovery 
well in the center of the field has been 
constant since discovery and has since 
been considerably augmented by the com- 
pletion of offset wells. Production of 
gas in this area reached 323,000,000 cu. ft. 
daily by the close of the year 1930. The 
production of black oil was confined to 
one locality in the northernmost portion of 
the field but has been of sufficient amount 
since September, 1930, to have set up 
drainage throughout this area. While the 
greatest amount of activity undoubtedly 
would have taken place in the northern 
half of the field, it is inconceivable that 
operators in the southern portion would 
not immediately have taken steps to 
protect themselves. 

Conservation of natural gas above and 
below ground has been one of the principal 
aims of the Association in its production 
operations. On the effective date of the 
Association’s organization, the field’s 
gas production amounted to 400,000,000 
cu. ft. per day, of which 168,000,000 cu. 
ft., or 42 percent, was blown to air. The 
Association’s production as of that date 
was 135,000,000 cu. ft., of which 81,560,000, 
or60 percent, wasblowntoair. In August, 
1932, the average daily gas production of 


* This agreement was canceled by all parties con- 
cerned upon the effective date of the Association. 
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the field had been reduced to 243,259,000 
cu. ft., of which only 14,493,000, or six 
percent, was wasted. The Association’s 
production during the same period was 
68,598,000 cu. ft., with a waste of 11,- 
398,000 cu. ft. Since this period the 
Association has further curtailed its 
wastage so that at the present time but 
5,000,000 cu. ft. are being blown to air 
daily, all of which is low pressure gas and 
consequently unavailable for sale. Prep- 
arations are now under way by the As- 
sociation which, when completed, will 
eliminate all of the Association’s blow of 
gas to the air, except that small amount 
incidental to meeting the fluctuating 
demands of the gas companies. 

To accomplish the Association’s portion 
of this marked decrease in gas production 
and waste, it was necessary to kill the 
original Milham discovery well and its 


Continental offset. Both these wells 
were in such poor mechanical condition 
that they could not be shut-in or prop- 
erly controlled. These wells were killed 
at the expenditure of approximately 
$145,000. While this action has been 
responsible for the major portion of 
decrease in the Association’s gas produc- 
tion and wastage, the Association has 
bent every effort by means of experiment 
and constant trial to produce each well at 
the lowest gas-oil ratio consistent with the 
provisions of the oil curtailment program. 
As mentioned before, wells of initial high 
gas-oil ratio, or those which have inordi- 
nately increased in ratio with age, have, 
wherever possible, been completely shut-in 
or greatly curtailed and the equivalent 
oil production taken from low ratio wells. 

One of the main factors involving the 
saving of capital expense in the operation 
of lands under unit control lies in the 
increased efficiency of production methods 
and handling facilities caused by the 
elimination of duplication of lines, tanks, 
traps, etc. 

The Association’s oil gathering system 
consists of two main gravity lines, with 
ties to individual wells where necessary, 
serving the entire northern portion of the 
field and delivering production to a central 
storage farm on the flat, where it is in 
turn delivered to purchasing companies. 
These lines are in such strategic position 
that they may be expanded at reasonable 
cost as the demands of increased devel- 
opment warrant. 

The gas gathering system consists of 
high and low pressure mains running 
through the heart of the northern portion 
of the field with tie-ins to individual wells 
and with connections to the six gasoline 
absorption plants that adequately handle 


General view illustrating barren character of the Kettleman Hills country. 
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the production of the field’s 44 wells, thus 
providing flexibility of collection and 
delivery. 

This procedure, of course, is possible 
only through the control of these many 
properties under one management. If 
this condition did not obtain, each opera- 
tor would be faced with the necessity of 
duplicating portions of these lines for 
each property, or of erecting gasoline 
absorption plants for the handling of his 
own production. 

Use of centrally located common trap 
and lease tank settings for wells located on 
adjoining ownership parcels is common 
practice, as is the use of compressor plants 
for the boosting of gas produced from 
properties of different ownership to the 
pressure necessary to enter the high pres- 
sure line. Along these same lines there 
are at the present time preparations being 
made for the high pressure wells of one 
property being used in aiding the main- 
tenance of pressure in wells of other 
properties. 

With some modifications, which will 
become effective progressively throughout 
the years, the degree of participation in 
expenditures and receipts of each member 
in the Association is directly proportional 
to the acreage owned by each member. 
Therefore, one member’s acreage is con- 
sidered just as prolific and profitable as 
any other member’s. 

The new conception of oil production, 
that each landowner is entitled to the 
production of that amount of oil and gas— 
no more and no less—immediately under- 
lying his property, whether accepted or 
not in normal times, must be accepted 
where the necessity for curtailment exists 
if equity is to be had between operators 
in any curtailment measure. In line 
with this fundamental, the Association 
has continuously contended for the allo- 
cation of production in the Kettleman 
Hills curtailment program by some 
method, the basis of which is founded on 
acreage participation. By no _ stretch 
of the imagination can equity be claimed 
for a permanent curtailment program 
allowing 25 percent of the total outlet of a 
field to be produced by operators holding 
less than four percent of the acreage. 

Faced with the situation of such a large 
percentage of production being produced 
from two segregated areas by operators 
relatively uninterested in the welfare of 
the balance of the field, the Association 
and the Standard Oil Company have 
found it difficult to maintain uniform 
formation pressures throughout. Good 
production practice calls for the holding 
of uniformly high pressures throughout 
the area, thus decreasing the possibility 
of large areas of oil being trapped by 
encroaching edge water, and increasing 


the ultimate recovery of oil from all 
areas. Under existing conditions such 
a program has not been practicable in 
the northern half of the field, but with 
the future development of the southern 
portion of the field, can be accomplished 
within reasonable limits. 

The obligation of the Association to 
the member ends with the distribution 
to him of his share of the products pro- 
duced in kind or, if he so elects, by the 
distribution to him of the proceeds of the 
sale of his share of the products produced. 
Payment of government royalties on oil 
and natural gasoline, and such other over- 
riding royalties are entirely in his hands. 





Payment of royalties on dry gas is made 
by the Asociation, inasmuch as the 
Association itself is charged with the 
disposal of this product in the articles 
of agreement. 

The formation of the Kettleman North 
Dome Association admittedly was an 
experiment, its trial demanded by an 
industry finding itself in the throes of an 
overproduction period the like of which 
had theretofore not been experienced. 
Unit operation in the development and 
production of an oil field had not previ- 
ously been attempted in the state and 
with but few exceptions had not been 

(Continued on page 477) 


Validity of Venezuelan Coneessions 


Upheld 


Tue decisions of the Federal Court and 
Court of Cassation of Venezuela, the su- 
preme judicial tribunal of the country, 
definitely and finally affirming the validity 
of the contracts made by the Caribbean 
Petroleum Company and the Venezuelan 
Oil Concessions Limited with the Govern- 
ment of Venezuela, are, without doubt, the 
most momentous and important judg- 
ments yet pronounced by that eminent 
tribunal, affecting the status of foreign 
corporations conducting petroleum ex- 
ploitation within the country. 

The circumstances which gave origin 
to the litigation now terminated were as 
follows: In February, 1907, the Govern- 
ment of Venezuela made a contract with 
Gen. Antonio Aranguren, granting to him 
rights of exploration and exploitation over 
the districts of Bolivar and Maracaibo of 
the State of Zulia. Those districts lie 
respectively on the east and west sides of 
Lake Maracaibo. Subsequently, this con- 
tract was assigned to the Venezuelan Oil 
Concessions Limited, which has since con- 
tinuously possessed it, and under the 
company’s exploitation the concession has 
proved to be of very great importance in 
the oil industry. 

The position between the Government 
and the company has been clarified by 
several agreements subsequent to the 
original grant. 

In January, 1912, the Government of 
Venezuela likewise entered into a contract 
with Dr. Rafael Max. Valladares, granting 
to him the rights of exploration and ex- 
ploitation of parcels selected within two 
years, within some twelve states of the 
Republic and in the Orinoco delta, the 
concession being for a term of thirty years, 
later extended under the terms of the law. 






This contract was subsequently assigned 
to the Caribbean Petroleum Company, 
which has since been in continuous posses- 
sion thereof and which has been, and still 
is, conducting extensive exploitations 
under it. Included within its terms were 
certain parcels selected within the States 
of Zulia and Trujillo, where the Com- 
pany’s Mene Grande field is situated. 

In June, 1923, the Venezuelan Govern- 
ment made a contract with Gen. Lorenzo 
R. Carvallo, granting to him the right to 
exploit petroleum and other hydrocarbons 
to be found within the beds of the Misoa 
and Motatan rivers, running into the Lake 
of Maracaibo. 

The first named river bounds the terri- 
tory of the district of Bolivar, covered by 
the Venezuelan Oil Concessions contract, 
and the latter river traverses the Mene 
Grande field of the Caribbean Petroleum 
Company. 

This Carvallo contract was _ subse- 
quently transferred to the Venezuelan 
Consolidated Oilfields Limited, which still 
holds it. 

Suits were ultimately instituted in the 
year 1928 by both the first named com- 
panies against the Venezuelan Consoli- 
dated, Gen. Carvallo and the Government 
of Venezuela, to secure the annulment of 
the Carvallo concession insofar as it might 
affect such parts of the rivers Misoa and 
Motatan as lay within the areas of the 
concessions granted to the plaintiff com- 
panies. 

The Venezuelan Consolidated Oilfields 
Limited promptly retaliated by bringing 
suits against both companies for the an- 
nulment of their concessions, alleging that 
the original contracts under which they 
operated were illegal, contrary to the con- 
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stitution of Venezuela, and void ab initio; 
that the Government, in making those 
contracts, had exceeded its authority, and 
that its acts were, therefore, void and 
without effect. 

On these suits and counter-suits issue 
was joined, and in both sets of cases dur- 
ing the course of the litigation the Court 
consolidated the counter suits into a single 
litigation with the original suit, determin- 
ing all the questions involved after hearing 
the arguments of the respective counsel. 
The Venezuelan Oil Concessions and the 
Caribbean Petroleum Company both 
called upon the Government for title 
guarantee, and in each case this was 
granted. 

On the sixth of October the Court ren- 
dered its judgments, one affecting the 


Venezuelan Oil Concessions Limited and 
the other relating to the Caribbean 
Petroleum Company. In both cases the 
Court upheld, without qualification, the 
validity of the respective contracts, main- 
taining the right of the Government to 
enter into such, as distinctly within its 
power under the operation of the laws in 
force at the time. It sustained also the 
contentions of the two companies as to the 
super-imposition of the Carvallo conces- 
sion upon areas within the grants of the 
companies’ concessions, and the Carvallo 
concession was declared ineffective with 
respect to those parts of the beds of the 
rivers named, which lie within the con- 
cessions of the two companies. 
Satisfactory as the decision must be to 
the companies directly interested, their in- 
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direct bearing upon other important inter- 
ests is highly significant. At least four 
contracts for the exploitation of hydrocar- 
bons, with basis provisions similar to those 
of the contracts just upheld, were made by 
the Government at about the same period 
and under operation of the same laws: the 
Bernabe Planas contract, now held by the 
British Controlled Oilfields; the Jimenez 
Arraiz contract, under which the North 
Venezuelan Petroleum Company operates, 
in both of which the Standard Oil Com- 
pany of Venezuela is likewise interested; 
the Andres Vigas contract, held by the 
Colon Development Company Limited; 
and the Bermudez contract, held by the 
New Yorkand Bermudez Company. The 
areas affected by these concessions amount 
approximately to four million acres. 


A.P.I. to Hear Sir John Cadman 


Unusual Interest Attaches to this Important 


Annual Event Because of Critical Period Through 


Which Industry is Passing. 


Complete Program 


Includes Noted Speakers. 


Conorrions in the oil industry at the 
present time and the many critical prob- 
lems awaiting solution lend unusual inter- 
est to the thirteenth annual convention 
of the American Petroleum Institute 
which is to be held at Houston, Texas, 
November 15-17. Aside from the usual 
full program of committee reports and 
technical papers such problems as the 
balancing of crude oil supply with the de- 
mand for petroleum products, the mount- 
ing burden of taxation and the suppression 
of tax evasion and illegal production pro- 
vide topics which are certain to engross 
the interest of those in attendance at the 
meeting. 

An event of international importance 
will be an address by Sir John Cadman, 
chairman of the board of the Anglo- 
Persian Oil Company Ltd. who will come 
from London at the special invitation of 
the Institute to speak before the meeting. 
Other important addresses will be deliv- 
ered by Henry I. Harriman of Boston, 
president of the Chamber of Commerce of 
the United States, Peter Molyneaux, edi- 
tor of THE TEXAS WEEKLY, Dallas, an 
authority on the resources of the South- 
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west, Amos L. Beaty, president of the 
Institute, and Charles F. Roeser, Fort 
Worth, Texas, independent oil operator, 
who is vice president of the Institute and 
chairman of its Division of Production. 

Although the convention will not get 
under way officially until November 15, 
Institute activities will begin on Saturday, 
November 12, when members of the 
statistical subcommittee who have been 
at work for several weeks preparing an 
estimate of probable consumption of 
gasoline for the six months beginning 
October 1 will meet to draft their report. 
The findings of the committee will be 
presented to the convention by Chairman 
A. J. McIntosh at the first general session 
on November 15 following the President’s 
address. At the same meeting Dr. John 
W. Frey of the Bureau of Foreign and 
Domestic Commerce of the Department of 
Commerce at Washington will submit a 
similar forecast prepared by the Federal 
Oil Conservation Board. 

The addresses of Sir John Cadman and 
President Harriman of the United States 
Chamber of Commerce will be delivered 
at the general session on Wednesday, 


November 16. The meeting will close with 
the annual dinner which will be held 
Thursday evening, November 17. 

The preliminary program arranged by 
officials of the Institute is as follows: 


Tuesday morning, November 15 
Meeting of Board 
of Councillors: 
To nominate candidates for election as 
members of the Board of Directors. 


Tuesday afternoon 
General Session: 
The President’s Address. 

Amos L. Beaty, American Petroleum 
Institute. 

Report of Board of Councillors and Election 
of Directors. 
The Economic Forecast. 

Albert J. McIntosh, Standard Oil Com- 
pany of New York (for the Institute’s 
Committee on Refinery Statistics and 
Economics). 

John W. Frey, Bureau of Foreign and 
Domestic Commerce (for the Federal 
Oil Conservation Board). 


Tuesday evening 
GROUP SESSIONS 
Division of Production 


Well Spacing. 
(Sponsored by the Central Committee on 
Drilling and Production Practice.) 
Presiding: Fred E. Wood, Standard Oil 
Company (Indiana). (Open Meeting of 
the Topical Committee on Well Spacing.) 
Well Spacing for Water Flood. 
K. B. Nowels, Forest Oil Corporation. 
Effect of Additional Wells on Ultimate 
Yield. 
J. J. Zorichak, Midwest Refining Com- 
pany. 
General Discussion. 
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Division of Refining 


Refinery Maintenance. 
Inspection of Refinery Equipment. 
T. B. Tifft, Sinclair Refining Company. 
Corrosion of Oil Tankers. 
N. B. Musser, Sun Oil Company. 
Prevention of Corrosion in Low-Pressure 
Equipment. 
Brian Mead, Humble Oil and Refining 
Company. 
Refinery ‘‘Gadgets’’: 

Thread Gage for Taking Internal Thread 
Tapers. 

F. B. Gilliams, The Atlantic Refining 
Company. 

Replacing Corroded Lower Section of 
Riveted Tower Shell Without Re- 
moving Tower from its Location. 

Continuous Acid Treating of Light Oils 
in the Laboratory. 

E. R. Lederer, Texas Pacific Coal and 
Oil Company. 


Wednesday morning, November 16 
Division of Production 


Symposium on Well Spacing. 
(Sponsored by the Central Committee on 
Drilling and Production Practice.) 
Presiding: Fred E. Wood, Standard Oil 
Company (Indiana). 
Hydrodynamics of Reservoir Drainage and 
its Relation to Well Spacing. 
H. D. Wilde, Jr., and T. V. Moore, 
Humble Oil and Refining Company. 
Comparative Yields in California Fields 
with Various Well Spacings. 
A. 8S. Hayes, General Petroleum Corpora- 
tion of California. 
Well Spacing in the Oklahoma City Field. 
Donald R. Knowlton, Phillips Petroleum 
Company. 


Divisions of Refining and Marketing: 
Joint Session 
Economic Outlets for Petroleum Products. 
Economic Outlets for Natural Gasoline and 
Liquefied Petroleum Gases. 
G. G. Oberfell, Phillips Petroleum Com- 
pany. 
Economic Development of Furnace Oil and 
Effect on Burner Design. 
S. B. Eckert and A. E. Pew, Jr., Sun Oil 
Company. 
Uses of Fuel Oil. 
R. T. Haslam, The Standard Oil Develop- 
ment Company. 
Uses of Petroleum Coke as Boiler-Plant 
Fuel. 
O. F. Campbell, Sinclair Refining Com- 
pany. 


Wednesday afternoon, November 16 


General Session. 
Address: 
Henry I. Harriman, Chamber of Com- 
merce of the United States. 
Address: Petroleum and Policy. 
Sir John Cadman, Anglo-Persian Oil 
Company, Ltd. 


Wednesday evening, November 16 


Production Problems. 
Presiding: Charles F. Roeser, Roeser and 
Pendleton, Inc. 
The Current Production Situation. 
Charles F. Roeser, Chairman, Division of 
Production. 
Special Exhibit Program: 


Efficient Use of Water Drive. 
Efficient Utilization of Energy and Free 
Gas Cap. 

(Demonstration by special working 
models, followed by motion pictures 
illustrating efficient and inefficient use 
of water drive and use of gas in free 
gas cap.) 


Thursday morning, November 17 
Division of Production 


Drilling and Production Practice. 

(Sponsored by the Central Committee on 
Drilling and Production Practice.) 
Presiding: H. N. Marsh, General Petroleum 

Corporation of California. 
Importance of Free-Gas Control in Maxi- 
mum Oil Recovery. 
J. R. MeWilliams, Skelly Oil Company. 
Practical Benefits of Pressure Maintenance 
Demonstrated by Institute Research. 
William N. Lacey, California Institute of 
Technology. 
Pressure Maintenance in East Texas. 
John A. Ritter, Sun Oil Company. 
Report of Division’s Nominating Com- 
mittee. 
Dana H. Kelsey, 
Company. 
Election of Twenty Members of the General 
Committee of the Division of Pro- 
duction. 


Sinclair Prairie Oil 


Division of Refining 


New Developments of Interest to Petroleum 
Refiners. 
Nitrobenzene Process for Lubricating Oils. 
F. W. Ferris and W. F. Houghton, The 
Atlantic Refining Company. 
Modern Trend in High-Temperature Alloys. 
F. N. Speller, The National Tube Com- 
pany. 

The Problems of Extreme-Pressure Lubri- 
cants. 

O. C. Bridgeman, U. S. Bureau of Stand- 
ards. 

Extreme-Pressure Lubricants: Correlation 
of Service Data with Laboratory 
Testing Methods. 

H. R. Wolf and H. C. Mougey, General 
Motors Corporation. 

Report of Division’s Nominating Com- 
mittee. 

T. G. Delbridge, The Atlantic Refining 
Company, Chairman. 

Election of Twenty Members of the General 

Committee of the Division of Refining. 


Division of Marketing 


Marketing Problems. 
Presiding: W. T. Holliday, Standard Oil 
Company (Ohio). 
Sane Economics in the Marketing of Petro- 
leum Products. 
H. T. Ashton, Lubrite Refining Company. 
Effect of Improper Use of Credits in the Oil 
Industry. 
C. E. Votrian, Barnsdall Refineries, Inc. 
Report of Division’s Nominating Com- 
mittee. 
Roy B. Jones, Panhandle Producing and 
Refining Company, Chairman. 
Election of Twenty Members of the General 
Committee of the Division of Market- 
ing. 


Thursday afternoon, November 17 
Division of Production 
Drilling and Production Practice. 





(Sponsored by the Central Committee on 
Drilling and Production Practice.) 
Presiding: W. W. Scott, Humble Oil and 

Refining Company. 
Tapered Tubing. 
John T. Hayward, Barnsdall Oil Com- 
pany. 
Selection and Rating of Pumping Units. 
Bowman Thomas, Humble Oil and Re- 
fining Company. 
Sub-surface Economies in Drilling Practice. 
Bruce Barkis, Rio Grande Oil Company, 
with Ralph D. Copley, Standard Oil 
Company of California, cooperating. 
Recent Developments in Drilling Technique 
and Practice. 
K. A. Covell, Indian Territory Illumi- 
nating Oil Company. 
Deep Well Completion Practice in Reagan 
County, Texas. 
E. V. Foran, Consulting Engineer. 


Division of Refining 


Gasoline and Lubricating Oil. 
The Prediction of Vapor Lock in Auto- 
mobile Engines. 

O. C. Bridgeman, H. S. White, and F. B. 
Gary, U. S. Bureau of Standards. 
Correlation of Road Performance and Anti- 

knock Ratings of Gasoline—A Report 
of the Detonation Subcommittee of the 
Cooperative Fuel Research Committee. 

C. B. Veal, Society of Automotive Engi- 
neers. 

The Effect of Viscosity in the Region of 

Thin-Film Lubrication. 

O. C. Bridgeman, S. H. McKee, and F. B. 
Bitner, U. S. Bureau of Standards. 


Division of Marketing 
Marketing Problems. 
Presiding: W. T. Holliday, Standard Oil 
Company (Ohio). 
The Practical Workings of the Code. 
Howard A. Coffin, White Star Refining 
Company. 
The Power to Destroy. 
Carl Barker, Shell Petroleum Corporation. 


Thursday evening, November 17 
Annual Dinner. 
v 


A MARKETING branch of the Goodrich 
Oil Company of Turlock, California, has 
been established on Jorgensen Oil Com- 
pany’s Camenish lease at Fairhaven, near 
Bakersfield, where supplies of gasoline 
are stored pending distribution to retail 
pumps in Bakersfield and environs by 
S. E. Frost, distributor. The Goodrich 
Company entered the Bakersfield market 
late in September with white tanklines, 
and has now arranged to market fuel oil 
from Fairhaven wells. 

Other purchasing firms in the new 
Fairhaven field are Mohawk Petroleum 
Company, which recently completed a 
two-mile pipeline to its Fruitvale refinery, 
and General Petroleum Company, which 
has a pipeline terminal at Fairhaven. 
Union Oil Company recently laid a branch 
line slightly west of Fairhaven, connecting 
with its main line running between its 
Kern River plant and Port San Luis. 
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Conservation Board Urges State 


Cooperation 


Report to President Declares Permanency of Oil 


Industry’s Improvement Depends Upon Interstate 


Agreement—Ills Due to Excessive Drilling. 


I, A report to the President which 
was made public October 19 the Federal 
Oil Conservation Board reviewed condi- 
tions in the oil industry of the United 
States and discussed some of the problems 
involved in balancing supply with de- 
mand. Beginning with the statement 
that oil gives indications of being the first 
basic American industry to emerge from 
depression the report continues: 


Crude oil prices at the end of the first half of 
1932, although still at the border line of aver- 
age production costs, were over twice the mid- 
continent levels of a year ago, and five times 
the 1931 lows. The total demand for crude 
oil has been sustained for the first half of 1932 
above 88 percent of that for the same 1929 
period and above 94 percent of the 1931 figures. 
Estimates of the crude oil demand for the latter 
half of 1932 have ranged around 86 percent of 
that for the same 1929 period and about 93 
percent of that for 1931. Efforts are under 
way to stabilize domestic crude oil production 
at about 2,000,000 bbl. daily, which, if suc- 
cessful, will further strengthen the industry’s 
condition. Total stocks have been slowly re- 
duced about 11 percent in two years. Gas 
wasted into the air in California, the only 
state from which adequate records are avail- 
able, has been running at about one-ninth of 
the 1931 rate. 

The effects of the industry’s rising purchasing 
power are beginning to be felt. They will be 
further manifested during the fall and winter 
if production can be kept on a stable basis, but 
continued stability will depend largely on the 
situation in the East Texas area. 


Attributing improved conditions during 
recent months to the fact that for the 
time being production has been more 
closely in accord with demand than in 
several years, the report says that the oil 
states, with the industry’s support, have 
brought about this result by cooperating 
to see that curtailment has been more 
nearly unanimous and on an equitable 


basis. In this connection the Board 
observes: 


There has been increasing recognition that 
the states can solve the problem if they act 
together and that an interstate agreement for 
coordination of production programs, with 
joint estimates of demand, coupled with 
Federal control over imports, is an effective 
method. Governors of Oklahoma, Kansas, 
and Texas entered into such an agreement in 


1931 and a committee representing governors 
of 10 states, functioning as the Oil States’ 
Advisory Committee, has furthered the work 
of coordination. Bills are pending in Congress 
to authorize an interstate agreement to place 
this common-sense work on a _ permanent 
basis. 


In its comment on the refining side of 
the industry the Board declares that the 
continuing failure to reduce refinery oper- 
ations to accord with market demands has 
been due in part to the pressure of distress 
crude oil seeking markets at any price 
and in part to a competition for gallonage, 
prompted by surplus refining capacity, 
which has overshadowed competition for 
profits. It suggests that the refining 
division can hasten the process of im- 
provement both for producers and refiners 
by striking a better balance between 
refinery runs and market demands than 
the mid-year increases in gasoline stocks 
would indicate. 

Basic difficulties of the marketing 
branch of the oil industry, like those of 
the production and refining divisions, are 
declared by the Board to be traceable to 
excessive offset drilling, but in addition to 
reflect directly excessive refining activi- 
ties. The report says, “‘ As long as refiners 
are willing to sell gasoline on too wide 
margins, expand into new territory and 
attract new outlets by these margins, and 
then compete with other refiners to hold 
these outlets by further reductions present 
disproportionate distribution costs will 
continue.” 

Directing attention to the fact that in 
the main the efforts of the states to effect 
stabilization have dealt with production 
and have left the development phase rela- 
tively untouched the report says: 


Both the immediate potential supply of 
crude oil and the quantity recoverable over a 
period of years are dependent upon a factor 
which no state has found means effectively to 
control and which stimulates production with- 
out direct relationship to the demand for oil— 
the system of offset drilling necessitated by the 
prevalent doctrines of ownership. An oil 
pool, being a physical unit, is subject to drain- 
age by any surface owner regardless of the oil 
content of his acreage. In the absence of 


statute or agreement the only recourse of a 
co-owner is to compete for capture by offset 
drilling. The state’s authority to control 
this basic factor, drilling, is largely untested 
except for some successful efforts to control 
spacing of wells. No state has endeavored 
to declare an oil pool to be a unit and to re- 
quire the development of it as a unit for the 
common protection of all owners. However, 
the authority of the state to regulate produc- 
tion, as distinguished from development has 
been established on the grounds both of protec- 
tion of the correlative rights of a field’s com- 
mon owners and of the state’s interest in its 
natural resources. 


Kettleman Hills North Dome, consist- 
ing of 45 percent public lands and 55 per- 
cent private, is cited as an example of 
what unitization can accomplish through 
the cooperative effort of operators. It is 
stated that it is producing under a volun- 
tary unit operation agreement 60,000 bbl. 
of high grade oil per day against a daily 
potential of 250,000 bbl.—which could 
close down many of California’s compet- 
ing fields—and is substituting orderly 
development at minimum cost for the 
competitive drilling system which has 
handicapped East Texas. 

In conclusion the report states that 
the permanency of the present improve- 
ment in the oil situation will depend 
largely on whether the state cooperation 
manifested in the production compact of 
September, 1931, and in the creation of 
the Oil States’ Advisory Committee, is 
continued on a permanent basis through 
an interstate compact or is relaxed as con- 
ditions improve. It adds that unless 
satisfactory machinery for stabilizing 
production is adopted no improvement in 
refining and marketing practices will be 
wholly effective. but if constructive 
tendencies on the production side are 
made permanent corresponding improve- 
ment in the other branches may be ex- 
pected to follow. 


v 


Mfloruroa No. 2, a well in the oil 
fields at Moturoa, New Plymouth, New 
Zealand, is flowing at the rate of 20 to 21 
bbl. per day of crude which is said to 
compare very favorably with Pennsyl- 
vania oil. So far this well has produced 
over 5,000 bbl. A third well costing 
about $30,000 is to be drilled, and then 
the small local refining plant will be ex- 
panded. Moturoa No. 1 produces 10 
bbl. per day. 











German Price Situation Beeomes Acute 


Establishment of the Cartel and a 3-Cent per 


Gallon Price Increase 


Added to Government 


Taxes Threaten to Drive Private Cars Off the 


Road. Government Relief Sought. 


Avrrer protracted negotiations be- 
tween 40 representatives of the companies 
interested in the oil business, the establish- 
ment of a German marketing cartel was 
announced in the early days of this month 
in Munich, capital of Bavaria. The new 
cartel includes practically all important 
marketing and producing companies in- 
cluding the Sinclair subsidiary in this 
country, the Deutsche Sinclair Petroleum 
G.m.b.H. which has concentrated its 
activity especially on the Rhineland. 
The new convention will divide the 
German market among the importing 
firms, granting to the German oil and 
gasoline producers a_ position which 
guarantees them a sufficient market for 
their products. 

One of the largest marketing companies, 
however, has not so far joined the conven- 
tion: the Derop, Deutsche Vertriebsgesell- 
schaft fuer russische Oelprodukte A.-G. 
in Berlin, which is owned by the Soviet 
Government. Ina general meeting of the 
Derop, which took place in Berlin on 
October 5, the General Manager, Herr 
Franz Jenko, pointed out: 

The Derop has not joined the newly 
established cartel. We are, however, quite 
willing, despite the construction of the con- 
vention, which is more suitable for the op- 
portunities and interests of our competitors 
than ours, to follow the marketing and price 
policy of the firms joined in the cartel. 
Negotiations took place a long while ago 
and I can declare today that we shall co- 
operate closely with the cartel. If we are 
not mistaken, negotiations will be settled 
in a short time to everybody’s satisfaction. 
The agreement, a result of lengthy 

negotiations between the parties inter- 
ested, was furthered by heavy pressure 
from the government. There was no 
alternative to an agreement, since the 
government intended to induce an obliga- 
tory convention in case the firms failed 
to do so. The government’s intentions 
were to raise the price of oil and its 
derivates in order to secure better prices 
for the producers. 

Following establishment of the cartel 
the government increased the compensa- 
tion tax on petroleum and products pro- 
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duced in this country by nine marks per 
ton making the total compensation tax 10 
marks per ton. This resulted in a reduc- 
tion of the hidden subsidy offered for home 
production from 80,000,000 marks to 
76,000,000 marks but the newly formed 
cartel raised the retail price of gasoline 
four pfennig per liter (374 cents per U.S. 
gallon) which added between 20,000,000 
and 25,000,000 marks to the income of 
domestic gasoline manufacturers. Pres- 
ent indications are that a further increase 
in gasoline prices will soon occur keeping 
the German market in line with a trend 
apparent in other markets of the world. 
Nevertheless a strong feeling exists in 
Germany that the gasoline prices are 
exorbitant at present. In such con- 
veniently located markets as Hamburg 
and Berlin prices are from 36—41 pfennig 
per liter (approximately 33 cents per U. S. 
gallon). In more remote sections prices 
are as high as 41 pfennig for straight gaso- 
line, 45 pfennig for mixtures and 51pfennig 
for benzol. With prices ranging to eight 
times the world market price resentment 
is apparent among consumers. Added 
to the already high price the increase inthe 
compensation tax and the advance ini- 
tiated by the cartel have caused a 


storm of protest in the press and among 
consumers. The press has demanded 
intervention by the government, a useless 
request in view of the fact that the govern- 
ment was largely instrumental in bringing 
about the formation of the cartel. 

Petroleum distributing and producing 
companies are seeking relief for the motor- 
ists by urging the government either to 
remove the heavy tax on motor cars en- 
tirely or, at least, reduce it by 50 percent. 
Efforts in this direction seem to be meet- 
ing with a certain amount of success as 
the Reich is carrying on negotiations with 
the various Free States. It is suggested 
that the federal government take over 
about 50 percent of the loss caused to the 
Free States by the reduction or removal 
of the automobile tax. 

It is clear that the establishment of the 
cartel has greatly satisfied all the inter- 
ested parties. A ruinous fight, which has 
caused tremendous losses, is brought to 
an end. Provided that no new disturb- 
ances arise, the situation should be con- 
solidated in the near future. 

But the ultimate success of the cartel 
depends on some relief for automobile 
owners or the consumption decline will 
destroy any benefits that may reach oil 
companies through the advance in prices. 
Decision on the part of the government 
must be prompt as it is estimated that 
400,000 to 500,000 cars will be laid up dur- 
ing the winter months and their return to 
operation depends on the owner’s ability 
to pay for the operation of his vehicle. 
Even motor cycles are becoming a luxury 
and as such are rapidly being laid up for 
the winter months. 


Baku Gasoline Assault on Japanese 


Markets 


Conrracts for the sale of 35,000 tons 
of Russian gasoline annually to be marked 
in Japan by Matsukata, Japanese mer- 
chant recently returned from Moscow, is 
arousing keen interest in business circles 
in Japan. The quantity of gasoline is 
estimated from 35,000 tons annually to 
100,000 tons annually for five years. In 
view of the fact that the motor fuel is to 
come from Baku various estimates of the 
expense of supplying the Japanese market 
have been made. Transportation costs 


from Baku are some 14 yen per ton or 
approximately twice the cost of trans- 
portation from America. This competi- 
tive disadvantage is, however, largely 
discounted by the exchange situation as 
terms of the contract call for payment in 
yen which are to be spent in Japan for 
machinery and equipment. Other diffi- 
culties that have been suggested are the 
lack of distribution facilities controlled by 
Matsukata and conjectures as to the 
amount of capital available. 
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iri lactis eeeee PRUNE PRESS RESTA RE LD ARSORES HOSES OPS SSO OR ERT SLT Withdrawals from Stoek 
: ; . EnpicaTEp domestic demand for motor 
- : fuel during August, 1932, averaged 1,- 
: - 136,000 bbl. per day, a decrease of 1.22 
; in | N I T E iv ™ T A T E ~~ . percent under the daily average of the 
; * two preceding months, June and July, 
ng ; : and 137,000 bbl. per day under the do- 
led ° * mestic motor fuel consumption in August 
ess PPT TTTTTTTTITITITITITITITITITI LILI of 1931, a decrease of 10.75 percent. 
m- Exports of motor fuel averaged 76,000 
ng Daily Daily Runs Gasoline Imports sete teat bbl. od day in August, 1932, unchanged 
Production to Stills Stocks for week for week from the preceding month, but 44.0 per- 
ng bbl. bbl. bbl. bbl. bbl. cent under August of 1931. Total de- 
a Week Ending Sept. 24 2,178,550 2,104,000 52,328,000 951,000 282,000 mand for motor fuel in August, 1982, 
371,500* 
to Week Ending Oct. 1...... 2,172,000 2,054,000 51,145,000 373,000 237,000 thus decreased by 13.92 percent as com- 
2n- 379,200* aed pared with the same month of the pre- 
nt. Week Ending Oct.8...... 2,173,000 2,005,000 50,610,000 986,000 147,000 ceding year. 
et- ae, 394,150* On September 1 the motor fuel stocks 
Week Ending Oct. 15..... 2,130,650 2,138,000 49,779,000 948,000 267,000 : ; : - 
= Week Ending Oct. 22..... 2,159,150 2,145,000 49,765,000 621,000 367,000 at refineries, terminals and in transit 
ith Underlined figures indicate improvement in statistical sasiitinn~Gusseuen in production amounted to 52,858,000 bbl., representing 
ed runs to stills, gasoline stocks me acai. , ? , a net withdrawal of 3,898,000 bbl. from 
ver * Production of the Rusk-Gregg field, East Texas. stocks on hand on August i indicating 
she that the total demand for motor fuel 
val Imports and Exports The favorable trade readjustment noted during August exceeded the total supply 
For the month of August, second in July was thus continued into August. by 125,000 bbl. per day. 
che month after the imposition of a virtual The reduction in motor fuel imports of 
er- tariff on crude oil and its products, total 1,161,000 bbl. was counterbalanced by ReGnery Runs 
1as imports continued at a low level, reaching the reduction of motor fuel exports by For the week ended October 8 the 
to 3,434,000 bbl., as compared with 2,422,000 1,174,000 bbl., while the imports of all crude oil runs to stills declined to 2,- 
tb- bbl. in July, 1932, and a monthly average other petroleum products contracted by 05,000 bbl. (A. P. I.) per day, the prin- 
on- of 9,090,000 bbl. for the first six duty-free 4,495,000 bbl. during August, and their cipal decreases being recorded in the 
months of the current year. Motor fuel export increased by 61,000 bbl.,leaving Eastern, Mid-Continent and Louisiana 
tel imports were nominal in August amount- anapparent favorable balance of 4,543,000 Gulf refineries, while Texas plants in- 
vile ing to 111,000 bbl., as compared with  bbl., or 147,000 bbl. per day, which was creased their activity noticeably. If 
vill 64,000 bbl. imported in July, and a_ taken out of domestic storage, and not calculated on the basis of the more com- 
oil monthly average of 1,272,000 bbl. for the from the imported products, which would _ plete Bureau of Mines reports the refinery 
es. preceding six duty-free months. have been the case if the oil tariff had runs for the week ending October 8 aver- 
nt The August petroleum exportsincreased not been in force. The above figures are aged about 2,070,000 bbl. per day, or 
rat somewhat over those of July, the total arrived at by comparing the monthly 20,000 bbl. per day under the estimated 
ur- volume being 8,489,000 bbl., as compared average for the first six duty-free months average requirements for the balance of 
to with 7,177,000 bbl. in the preceding of 1932 withtheexport-importdataforthe the current year. Therefore if refinery 
ity month, while motor fuel exports in latest month on record. runs are kept at present levels, or prefer- 
‘le. August amounted to 2,366,000 bbl. as Recent increase in crude prices in the ably further reduced to 2,000,000 bbl. 
ry compared with 2,363,000 bbl. exported in Mid-Continent, averaging 12 cents per (Bureau of Mines) per day, a healthy 
for July. barrel, reduces the effectiveness of the reduction in accumulated large motor fuel 
tariff on crude oil from the present rate of stocks can be achieved in the coming 
21 cents per barrel to nine cents. Thus 
Total petroleum exports in relation to im- the crude price advance may be indirectly Production of crude and natural 
ports; gasoline imports and exports and responsible for higher crude imports in gasoline and runs to stills in rela- 
true exports exceeding true imports. the coming month. tion to crude oil and gasoline prices. 
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slack season and the oil industry may 
possibly enter the 1933 summer in an 
excellent statistical position. 

For the week ending October 15 refinery 


runs increased to 2,203,000 bbl. (Bureau 
of Mines), the highest figure since the 
week ending August 13, and a disturbing 
factor unless promptly remedied. 


Crude Advance Finding Justification 
in Higher Product Prices 


@w Ocroser 16 the Barnsdall Refin- 
ing Company and the Mid-Continent 
Petroleum Corporation initiated an in- 
crease in the motor fuel service station 
quotations in Tulsa district, raising the 
price three cents per gallon on all grades, 
the new price being 13 cents a gallon for 
third grade gasoline, 16 cents a gallon for 
regular grade and 19 cents a gallon for 
Ethyl, the above quotations including all 
taxes. The increase was met by all 
companies in Tulsa district. In Cleve- 
land the Standard Oil Company of Ohio 
advanced prices 14 cent per gallon. 

On October 20 Barnsdall further ad- 
vanced prices in the Tulsa district one 
cent a gallon to 14, 17, and 20 cents for 
the three grades. This advance, however, 
was not met by all other marketers. 

On the same day Sinclair Refining Com- 
pany (Consolidated) advanced the price 
of gasoline one cent per gallon applying 
to all forms of delivery in New York and 
New England. 

Refinery gasoline prices, after declining 
3¢ of a cent per gallon under the quota- 
tions of September 21 in the first ten days 
of October, recovered all of the decline 
under the influence of firmer crude oil 
prices and were quoted on October 24 
at an appreciable advance. Quotations 
on that date were 414-414 cents per 
gallon for 58-60 U. S. M., 57 and below 
octane rating, in Group 3, Oklahoma 
market; 57 to 64 octane rating, U.S. M., 
commanded 434-5 cents per gallon and 
65 and above octane rating grade, 
U.S. M., was quoted at 5-514 cents per 
gallon. Considerably firmer tone is antic- 
ipated if production of crude oil should 


Relation of stocks of all petro- 
leum products to gasoline stocks. 
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be actually curtailed as ordered, the low 
octane rating, U. S. M., gasoline being 
expected to be quoted at 5 cents per gal- 
lon minimum. Gulf Coast prices for 
export were advanced 1 cent per gallon 
to 514% cents for 58-60 U. S. M. Grade 
by Sinclair Refining Company (Consoli- 
dated). 

Natural gasolines advanced appreciably 
over last month, commanding on October 
24 from 31% to 35% cents per gallon for grade 
26-70 (former AA) in Oklahoma and 
North Texas, and 334 cents per gallon 
in North Louisiana. 

Kerosene prices similarly improved 
about '% cent a gallon from the preceding 
month, 41-43 w.w. grade being quoted on 
October 20 at 334-314 cents per gallon 
in Group 3, Oklahoma market; while 
Gulf Coast prices for export advanced 
slightly to 434-414 cents per gallon for 
grade 41-43 p.w. 

Posted crude oil prices were advanced 
throughout the Mid-Continent oil fields 
about 11 cents a barrel, effective October 
15, by all major purchasing companies 
with the exception of the subsidiaries of 
the Standard Oil Company of New 
Jersey, Humble and Carter, and of the 
Standard Oil Company of Indiana, Stano- 
lind, thus benefiting about 75 percent of 
the current production in the Mid-Con- 
tinent area. The advance was sponsored 
by the Sun Oil Company and was an- 
nounced immediately after production was 
ordered curtailed by the Texas Railroad 
Commission. The Sun Company stated: 


The time has arrived for cooperation of 
the whole industry with the State authori- 
ties to conserve and prevent the waste of 
this oil; and that means we must pay a 
price for crude oil high enough to encourage 
producers’ adherence to lawful conserva- 
tion. 
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The Sun Oil Company’s advance of 12 
cents a barrel to $1.10 affected only the 
East Texas field, but it was extended 
throughout the Mid-Continent by the 
Sinclair-Prairie Oil Marketing Company 
and the Shell Petroleum Corporation, and 
further extended to include Gulf Coastal, 
Louisiana and Arkansas fields by The 
Texas Company, Magnolia Petroleum 


Company (Socony-Vacuum) and The 
Gulf Refining Company. 
New Scale Crude Prices 
New Ad- 
Fields Grade Price vance 

Oklahoma, North Texas and Dollars Cents 

ee Se ee 36 gravity 1.04 12 
SE I, noes poderenneas flat 1.10 12 
Gray County, Texas Pan- 

a ere rere ee 38 gravity .95 ll 
West Texas and SE New Mex- 

livcthenshesecbasabasess flat 9 10 
Southwest Texas—Luling... flat .74 110 
Southwest Texas—Darst 

Bs « cae cernecenesesaee flat 8 10 
SE ove viccesineaces 36 gravity 1.02 12 


The Standard Oil Company of Indiana 
announced that it did not believe that 
conditions warrant ‘‘even the present 
prices,” and that it would not support the 
movement for higher prices. The com- 
pany further stated: 


Everybody in the industry knows that 
with consumption falling off enormously 
price cutting is rampant throughout the 
oil business. Although producers are mak- 
ing commendable efforts to control their 
production, crude is still being produced in 
excess of demand. Some of it is being run 
illegally and sold at prices that jeopardize 
the posted price structure. Refineries are 
manufacturing more gasoline than _ is 
needed; many are dumping at cut prices. 
Aided by rising taxes, tax evaders are 
wrecking retail markets wherever they 
operate. There is also much retail price 
cutting by reputable marketers who are 
striving to hold volume of sales regardless 
of profits. The Indiana Company is sin- 
cerely desirous of seeing producers receive a 
satisfactory price for crude but it is con- 
vinced that an advance in the face of 
present conditions will simply provide 
leeway for further abuses and delay prog- 
ress toward permanent recovery in the oil 
industry. It believes that the sound road 
toward better prices for both crude and 
finished products is by way of first correct- 
ing the fundamental conditions which will 
control eventually no matter how they are 


Six major oil stocks in relation to 50 indus- 
trial stockson the New York Stock Exchange. 






1931 193 


2 
ASONDIJFMAMJ JAS ONDIJIFMAMJ JASO 
| 


. 
‘ N.Y Exchange average of 50 
@nd railroad stocks at 
end of each month (NY. Times) 


\ 
. 


WORLD PETROLEUM 

















of 12 
y the 
ended 
y the 
pany 
1, and 
astal, 

The 
yleum 

The 


Ad- 
| Vance 
» Cents 
12 
12 


ll 


10 
10 


10 
12 


diana 

that 
esent 
rt the 
com- 


s that 
10usly 
it the 
. mak- 
their 
ced in 
ig run 
ardize 
es are 
an sis 
prices. 
‘Ss are 
they 
price 
Oo are 
rdless 
is sin- 
eive a 
$ con- 
ice of 
rovide 
prog- 
he oil 
1 road 
e and 
yrrect- 
h will 
ey are 

















temporarily overlooked in the eagerness for 
better returns. 


The Carter Oil Company (S.O.N.J.) 
similarly refused to advance the prices 
stating that “‘as our customers advised us 
that they cannot afford to pay increased 
prices for crude oil on a basis of current 
product prices, we will continue our 
present price schedule until further no- 
tice,’ while W. S. Farish, president of the 
Humble Oil and Refining Company 
(S.O.N.J.), announced that his company 
would not meet crude oil price increases 
at this time but would “‘await the fulfill- 
ment of promises of sponsors of the ad- 
vance that a balance between supply and 
consumption demand will be attained.” 

Mr. Farish’s statement continued: 


The conditions stipulated in our April 
statement as prerequisite to a sound price 
advance have not yet been realized. The 
demand for crude has never been equal to 
the supply in all areas, as is evidenced by 
the fact that many properties are still 
without connections and are begging for 
buyers. Product values over the period 
since the last increase have not warranted 
the prices paid for crude oil. The main- 
tenance of those prices has entailed a con- 
tinuing substantial loss for all refiners 
operating on purchased crude. The spon- 
sors of the present crude oil price advance 
and curtailment program promise that a 
balance between supply and consumption 
demand will be attained; that production in 
excess of allowables will be eliminated; and 
that wholesale product prices will be 
realized that will justify the crude oil price 
advance. We earnestly hope and we 
believe that these promises can be fulfilled, 
but we are unable to increase the existing 
disparity by paying higher prices under 
present conditions. In the light of past 
experience, deliberate consideration com- 
pels us to await the fulfillment of these 
promises before posting higher prices. 


Governor W. H. Murray of Oklahoma 
in attacking the position taken by the 
two Standard companies issued a state- 
ment on October 19 saying that the state 
expects to collect gross production tax on 
the basis of $1.12 price, and threatening 
prosecution of the two companies for 
forming ‘‘a combination to defraud the 
state.” The Governor also indicated 
that he may shut down all wells of the 
two companies concerned in the state 
“until the oil will be worth $1.12 to those 
companies.” 


Employment Relief Extended 


Tue movement to increase employ- 
ment by decreasing working hours recom- 
mended by Amos L. Beatty, president of 
the American Petroleum Institute, early 
in June. 1932, and initiated by the Stand- 
ard Oil Company of New Jersey on July 1, 
gained recently additional followers 
among oil concerns. The five-day week 
plan goes into effect on November 1 for 


30,000 employees of the Socony-Vacuum 
Corporation, and it is being adopted on the 
same date by Phillips Petroleum and the 
Oklahoma Gas and Electric. The Texas 
Oil Company and Barnsdall Refining 
Company are adopting the five-day week 
plan gradually, beginning with their re- 
finery operations. 


The Standard Oil Company of New 
Jersey announced on October 12 that it 
will spend about $20,000,000 in the 
period started September 1, 1932, and 
ending June 30, 1933, for maintenance and 
improvements to its plants and equip- 
ment in the United States following their 
established policy in this regard. 


Federal Court Decision Weakens 


Proration 


Unper the stress of the impending 
general crude oil price downward revision 
late in September and early in October, 
and influenced by actual price cuts made 
by several minor crude oil purchasers, the 
various state regulating commissions or- 
dered production allowables of their 
respective states to be radically cut 
effective October 15, reducing the total 
crude oil production in United States by 
over 100,000 bbl. per day to about 2,000,- 
000 bbl. and within the estimated current 
demand. 

In Texas the Railroad Commission 
reduced the allowable from the present 
production of 927,774 bbl. to 804,801 bbl. 
per day, the order affecting all fields, 
particularly East Texas, where the pro- 
duction quota has been cut from 375,000 
bbl. to 335,000 bbl. per day. In fact, 
however, the East Texas production 
allowable should have been cut to 290,000 
bbl., or 35 bbl. per well, to be at all in line 
with reductions in other fields of the 
state. The daily production allowables 
of other major fields in Texas have been 
cut as follows: Yates, from 65,000 bbl. to 
55,000 bbl.; Winkler-Hendricks, from 
35,000 bbl. to 25,000 bbl.; Big Lake- 
Reagan, from 25,000 bbl. to 20,000 bbl.; 
Van, from 45,000 bbl. to 42,500 bbl.; 
Conroe, from currently produced 20,000 
bbl. to 4,800 bbl., and Rabbs Ridge, from 
18,400 bbl. to 6,000 bbl. 

In Oklahoma the State Corporation 
Commission reduced the allowable of the 
state by about 16,000 bbl., from 397,715 
bbl. to 381,740 bbl.; in California it is 


Daily Average Output of Three Principal 
Oil Producing States in United States 


Week Ending Oklahoma California Texas 





bbl. bbl. bbl. 
Bat. BF... ccrcvccse 387,515 478,000 927,774 
Bape. BB. 2.0 csccese 390,400 481,900 913,100 
Babs EB. ccc cccoscees 386,550 477,000 915,400 
Peerrrerr rey 380,850 470,100 925,950 
GBs BB. cc vases 372,800 474,200 887,001 
New Allowables 381,740 440,000 804,801 
Det. BB... cccscves 399,490 485,750 874,806 


planned to cut production from 475,000 
bbl. to 440,000 bbl. as soon as the prora- 
tion tests of individual pools are com- 
pleted, and in Kansas the Public Service 
Commission ordered a 12 percent reduc- 
tion from 100,000 bbl. to 88,000 bbl. per 
day. 

It will be noted on the above table that 
considerable reductions in production in 
Oklahoma and Texas for the week ending 
October 15 as compared with the pre- 
ceding weeks resulted from operators 
withholding their crude oil to profit by 
higher prices which became effective 
October 15. 

Illicit production and theft of oil in 
East Texas field are reported as definitely 
declining, two factors being responsible: 
(1) the Oil Investigation Bureau in East 
Texas field established by the Texas Rail- 
road Commission, and employing about 
40 inspectors, has started gauging tanks at 
local refineries, and (2) the state has 
secured convictions in the district court of 
Gregg County of two men indicted on 
charges of conspiracy to commit theft, 
sentences being four and two years con- 
finement in the Texas Penitentiary. 

At this time the outlook in the pro- 
ducing branch of the oil industry is much 
improved as compared with conditions 
existing one month ago. The upward 
trend of production and the downward 
trend of crude oil prices of late September 
have been reversed; but much remains yet 
to be done to insure the permanency of 
recent gains. Before any great improve- 
ments occur in the refining end of the 
industry the production must be so con- 
trolled that there is no cheap crude oil 
going to small local refineries which from 
time to time cause waves of price cutting 
by dumping ‘‘distress’”’ gasoline on highly 
sensitive markets. 

The only serious danger of overpro- 
duction exists now in the State of Texas 
where Federal and state courts continue 
to grant injunctions to various operators 
restraining the Railroad Commission from 
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World Oil Production—Official Figures 


All figures furnished direct to WORLD PETROLEUM by Governments, except where otherwise specified 


Total Daily Av. 


January 


(Figures in U. S. barrels—Conversion ratio 7 bbl.=1 ton) 





February March April May June July August September Daily Av. 
Country 1931 1931 1932 1932 1932 1932 1932 1932 1932 1932 1932 1932 

United States........ 850,275,000 2,329,520 66,884,000 62,484,000 67,189,000 67,717,000 63,523,000 64,835,000 66,310,000 66,220,000 65,179,000 ® 2,154,531 
ES 156,342,900 428,336 13,059,900 12,194,000 13,852,300 13,101,200 13,437,200 12,971,700 12,923,400 12,721,800 11,598,300 422,846 
Venezuela 120,069,462 328,957 9,939,027 9,469,873 10,398,514 10,870,615 11,219,908 11,151,490 9,822,428 9,562,777 9,080,050 333,995 
Roumania 46,333,945 126,942 3,780,000 3,439,100 3,621,170 3,557,470 3,748,710 3,745,238 4,289,327 4,868,801 4,166,568 128,527 
A 40,149,977 109,999 3,228,780 2,834,090 3,516,611 3,488,674 3,942,953 4,195,933 4,795,623 4,116,000 4,011,021 124,524 
SIN aise 69 Setedsa boats 33,038,853 90,517 2,869,177 2,761,064 2,967,842 2,922,309 2,926,574 2,701,184 2,505,879 2,462,961 2,513,673 89,893 
Dutch East Indies . 32,818,346 89,913 3,943,147 3,652,432 2,844,065 2,923,382 2,865,261 2,963,350 3,185,252 3,216,899 3,000,000! 104,357 
Colombia 18,237,190 49,965 1,533,969 1,401,554 1,668,508 1,655,922 1,682,223 1,627,377 1,455,599 1,413,858 1,373,735 50,411 
ee 11,709,759 32,091 1,116,800 1,040,000 1,192,700 1,078,500 1,057,200 1,001,000 1,067,000 1,019,400 1,031,600 35,052 
Rk Gia Gio ar aiqcech 10,102,116 27,677 945,231 750,804 697,622 732,308 951,112 972,890 830,986 819,772 749,209 27.189 
Trinidad......... 9,743,763 26,695 846,878 828,860 874,145 852,080 859,609 839,248 883,102 754,301 840,981 27.661 
British India...... 7,830,101 21,452 750,251 698,645 719,337 681,942 739,570 672,613 700,00 ! 700,000 ! 700,000 | 23,220 
Ey Vid «on etn Sack 6s 4,397,760 12,049 351,365 324,100 334,495 336,231 340,200 336,000 351,603 345,408 185,500 10,602 
ae 3,338,472 9,146 210,748 200,102 197,050 191,282 187,859 177,023 195,188 192,293 182,382 ! 6.328 
Japan and Taiwan'.. 1,884,285 5,162 195,000 195,000 195,000 195,000 195,000 195,000 195,000 195,000 195,000 6.405 
NS a rere 1,845,938 5,057 138,796 137,431 142,275 151,305 146,489 152,712 159,208 '! 163,096 ' 140,070 ' 4,859 
a ee re 1,750,633 4,796 126,406 111,361 126,024 133,844 139,389 137,437 143,010 135,063 128,698 4.311 
a 1,583,339 4,338 96,912 90,841 97,484 95,585 95,221 89,533 86,969 85,229 79,813 2,984 
ee 1,778,602 4,873 148,197 150,197 + 262,528 141,780 150,000 ! 150,000 | 150,000 ' 139,909 ! 129,633 5.190 
"ee 1,200,000 3,290 100,000 100,000 100,000 100,000 100,000 100,000 100,000 100,000 100,000 3.284 
Is aa ait ak tes 512,862 1,405 46,000 | 46,000 | 16,000 | 46,000 | 46,000 | 46,000 | 46,000 | 16.000 46,000 1,511 
Ee i eakawe dean 338,700 929 36,000 36,000 36,000 36,000 36,000 36,000 36,000 36,000 36,000 1,182 
1,355,282,003 3,713,109 110,346,584 102,945,454 111,078,670 111,008,429 108,389,478 109,096,728 109,667,851 109,289.178 106,108,213 3,569,089 


1 Estimate. 


March 10. 5 Including Thuringia. 


enforcing proration restrictions, as illus- 
trated by the recent order issued by the 
State Supreme Court at Austin on October 
13 allowing Danciger Oil and Refining 
Company to operate its Panhandle prop- 
erties free from proration regulations. 
Also on October 19 the Mid-Kansas Oil 
and Gas Company (Ohio) secured from 
the Federal District Court at San Antonio 
a temporary injunction restraining the 
Railroad Commission from enforcing its 
new order in reducing the daily allowable 
oil runs of the Yates pool from 65,000 
bbl. to 55,000 bbl. per day. The court 
will hold a hearing in San Antonio on 
October 31 on the petition of the Mid- 
Kansas Oil and Gas Company for a per- 
manent injunction to prevent the Railroad 
Commission from lowering the Yates 
allowable in future. Engineers for the 
company claim that there is no waste 
under the present allowable, but that 
waste may occur under reduced produc- 
tion. The final hearing will develop 
apparently into a clash of interpretations 
of physical and economic wastes. Far 
more important, however, is the fact that 
with the new proration order barely four 
days old three temporary injunctions are 
in force against the Railroad Commission, 
restraining it from enforcing its new order 
and affecting the Yates, the Conroe and 
the Panhandle fields, possibly adding as 
much as 22,000 bbl. to the State’s new 
allowable of 804,000 bbl. 

On October 24 the three judge Federal 
Court upheld in effect, Constantin and 


* Anglo-Persian Oil Co. figures revised; fuel oil returned to the ground has been deducted. 
Sakhalin (Russian) included with Russia. 


Wrather and others deciding that the 
state legislature had authorized the Texas 
Railroad Commission to regulate produc- 
tion in the field on the basis of physical 
waste only, whereas proration orders had 
been based on economic waste and were 
therefore invalid. The court stated in 
part: 


Under a thinly veiled pretense of going 
about to prevent physical waste the Rail- 
road Commission set on foot a plan which 
derives its impulse and extent from an at- 
tempt to control the delicate adjustment of 
market supply and demand in order to 
bring and keep oil prices up. The evidence 
is conclusive that the Commission has 
never made experimental tests or inquiries 
to ascertain the greatest amount of oil 
which each producer may take from his 
wells without injury to the field; and it has 
never encouraged nor indeed permitted 
such an inquiry. We think it cannot rea- 
sonably be doubted that the orders are void 
as in direct opposition to legislative pro- 
vision. We think it equally clear that the 
plaintiffs are entitled to relief from rules 
which subject their property to a confisca- 
tory control. Particularly as it is in direct 
contravention of the statute instead of 
justly and equitably distributing the reduc- 
tion ordered, it has through its per well 
requirement so arbitrarily, unjustly and in 
a confiscatory way distributed the reduc- 
tion that it will inevitably take the oil of 
the plaintiffs situated as they are most 
favorably to the structure, to give it to 
others not so favorably situated. 


The Federal Court left 15 days before 
entering the final decree. Already on 
October 25, however, several wells were 
reported to be producing wide open in 


3A.P.1, 
Sakhalin (Japanese) included with Japan. 


‘ No production in Thuringia January 13 to 


the East Texas field. To meet that con- 
dition Governor Sterling directed Colonel 
L. S. Davidson, his military representa- 
tive in the field, to order as many national 
guardsmen as necessary to enforce prora- 
tion until the decree became effective. 

C. V. Terrell, chairman of the Railroad 
Commission, expressed the opinion that 
only an extraordinary session of the legis- 
lature could remedy the defects pointed 
out by the court, in invalidating prora- 
tion. This could be accomplished by 
altering the present law and giving the 
Railroad Commission broader powers 
comparable to those provided by the 
Oklahoma laws, which admit economic 
waste as sufficient reason for curtailment. 

Governor Sterling, although opposed to 
legislation tending to fix commodity prices 
may be forced by public sentiment to 
abandon his previous policy in this regard. 
While it seems that proration will un- 
doubtedly be enforced in future the court 
decision has created a crucial situation 
upon the outcome of which stability of the 
industry largely rests. 

The Oil Advisory Committee of ten 
states will meet in Wichita, Kansas, on 
October 23 to discuss current problems 
and to devise means of further coordina- 
tion. 


Perr well per day allowable in the 
East Texas field was reduced from 46 bbl. 
in the second half of September to 44 bbl. 
in the first half of October, under the old 
375,000 bbl. field allowable; and to 40 bbl. 
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for the second half of October under the 
new 335,000 bbl. field allowable. 

Under the increased posted prices for 
East Texas crude oil the income from each 
well is actually increased 88 cents per day, 
from $43.12 to $44.00. 

At the close of October there were in the 
Rusk-Gregg field 8,600 oil wells, an aver- 
age of one well per 12.80 acres of its 
proven area. Cumulative recovery from 
the field reached about 210,000,000 bbl. 
by November 1, an equivalent of 1,910 
bbl. per acre of the proven area. New 
projects in the East Texas field continued 
at very high rate, amounting to 120 for 
the week ended October 14, while 115 
producing wells were completed in the 
same period. There is no prospect that 
new work will be reduced in the near 
future because most of the major com- 
panies at this time are considerably behind 
in their offset requirements, while inde- 
pendents still continue their development 
of small tracts. 


Conroe—Texas Gulf 


Dorinc the past month ten producing 
wells were completed in the Conroe field, 
bringing the total number of oil wells in 
the pool to 30 by October 15. On that 
date there were in the field 37 operations; 
of which 23 were actually drilling and 14 
were in various preliminary stages. 

The new allowable for the Conroe 
field, set by the Texas Railroad Com- 
mission at 4,800 bbl. per day and effective 
October 15, will allow each well to produce 
160 bbl. per day as compared with the 
recent average of about 600 bbl. As the 
new wells are completed the allowable of 
each well will be reduced and will probably 
amount to but 95 bbl. per day by Novem- 
ber 15. The enforcement of 4,800 bbl. 
maximum allowable is anticipated to 
meet with very considerable difficulties, 
because the Alpha Oil Company, owning 
two good wells in the field, obtained 
recently an injunction restraining the 
Railroad Commission from enforcing pro- 
ration orders on its properties, which, if 
allowed to stand, will cause comparable 
production from the offsets to the two 
Alpha Oil Company’s wells. 


Tyler County—Texas Guli 


Reprvusuic Production Company and 
Houston Oil Company No. 1 Sterne fee, a 
wildeat three miles due southeast from 
town of Spurger and 50 miles north from 
Port Arthur, encountered sand from 
4,698 to 4,708 ft. and tested an estimated 
volume of 30,000,000 cu. ft. of dry gas 
under 750 pounds pressure, thus opening 
a new field of undetermined importance. 
The two operating companies own about 


20,000 acres in the Spurger area in a solid 
block. 
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Polk County—Texas Gulf 

BD. Scuwass and Shell Petroleum 
Corporation No. 1 Carlton and Davis in 
Augustine Viesca Survey, a wildcat test 
eight miles due southeast from Living- 
stone, 65 miles northwest from Port Ar- 
thur, and about half-way between Conroe 
field and Spurger discovery, encountered 
sand with some oil saturation from 4,240 
to 4,254 feet and on drill stem test was 
estimated at 6,000,000 cu. ft. of wet gas 
under 360 pounds pressure. This wildcat 
appears as a very likely opener of a new 
oil pool of considerable importance. 


Lucien—Central Oklahoma 


Wentz Community No. 1 Wolf in 
section 17-T2O0N-R2W, reported in last 
month’s issue of WORLD PETROLEUM, was 
further deepened to 5,225 ft. in the Simp- 
son formation without any appreciable 
increase in production, which has declined 
to about 1,000 bbl. per day. The Upper 
Simpson green shale and broken sand sec- 
tion was found to be of unusual thickness 
in No. 1 Wolf and the true Wilcox sand 
apparently has not yet been reached, 
unless the Simpson sedimentation changes 
radically in character over the Perry 
Plateau and does not offer as good a sand 
reservoir as elsewhere in the Central part 
of the State. It is too early yet to pass 
final judgment on the new producer and 
only further deepening will reveal its true 
importance. Two additional wildcats 
have been started in TZ2ON-R2W, one 
two miles due northwest and the other 
three miles due south from the discovery 
well, while offset locations to No. 1 Wolf 
await the final completion of that well 
before beginning operations. 

On October 23 the Wentz Community 
No. 1 Wolf was deepened to 5,262 ft. and 
encountered salt water. The test accord- 
ingly will be plugged up and completed as 
a 1,000 bbl. well from the Upper Simpson 
Sand. The disappointing performance of 
the No. 1 Wolf meansin all probability that 
it is an edge location in the new Lucien 
pool; but only future development can 
prove the importance of the discovery. 
Meanwhile planned drilling operations 
will be considerably reduced, a most wel- 
come curtailment under present condi- 
tions. 


Western Kansas 


Maser and Shell Petroleum Corpora- 
tion No. 1 Nickel in section 33-T2IS- 
R3W opened a new pool when it tested an 
estimated 500 bbl. per day natural from 
the Misner-Hunton formation at 3,466— 
3,467 ft. On the WORLD PETROLEUM map 
published on page 107 of March, 1932 
issue, the new pool should be located just 
half-way between the Voshell (No. 37) 
and the Hollow (No. 39) fields. 


Sinclair-Prairie Oil and Gas Company 
No. 1 Stucky in section 28-T20S-R3W 
proved the existence of the third closed 
dome in the Voshell pool, the new pro- 
ducer encountering Wilcox Sand from 
2,398 to 3,422 ft. and testing 60 bbl. per 
hour on swab. No. 1 Stucky is at this 
time the northernmost producer in the 
Voshell and is separated from the main 
body of the field by small wells. The 
total area and the recovery of the Voshell 
pool may be increased by fully 25 percent 
as the result of the new extension. 

Frost et al No. 1 “‘A”’ Masters in sec- 
tion 19-T22S-R3W in the Hollow pool 
opened a new producing horizon in that 
field when it encountered Mississippian 
“Chat” at from 3,195 to 3,235 ft. flowing 
a solid eight-inch stream of oil over the 
top of the derrick and was estimated at 
about 5,000 bbl. per day. 

BASIL B. ZAVOICO 
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Kettleman Hills Association 


(Continued from page 468) 


practised in other parts of the country. 
In no case had such operations been 
contemplated for the development and 
production of a field having the size 
and potential possibilities of Kettleman 
Hills. Thus but little historical informa- 
tion was available to guide the founders 
of the Association in drawing up its by- 
laws and articles of agreement. 

How well the founders accomplished 
their purpose only the future will disclose. 
Some small measure of the Association’s 
accomplishments during its first eighteen 
months’ operations have been cited above. 
Plans of the management for carrying 
out its purposes and aims are in the course 
of being worked out. Certainly stability 
and a degree of permanence have been 
lent the state-wide curtailment program 
by the control of production in this field, 
effected by the organization of the As- 
sociation. Conservation of the field’s 
natural resources to the extent already 
accomplished would not have been prac- 
ticable or possible under ordinary methods 
of development. 

The operation of the Association under 
one of its major principles, that of the 
member’s participation in direct propor- 
tion to his acreage, provides further 
acquiescence in the principle, commanding 
the attention of the industry with in- 
creasing insistence, of the right of the 
landowner to the production of only that 
amount of oil and gas immediately under- 
lying the confines of his property. When 
this principle becomes universally ac- 
cepted by the industry, unit operation of 
oil fields as normal practice will follow 
in logical sequence. 











Bicuarp AIREY, Asiatic Petroleum 
Company, returned to New York from 
London during October. 


Vv 


HH. p. rietcuer, field superintendent, 
Apex (Trinidad) Oilfields, is at present 
on vacation in England. 


v 


J. E. F. De 
Kok, Joint 
Managing 
Director, 
Royal Dutch- 
Shell group 





v 


Captain T. S. MASTERSON, director, 
Phoenix Oil and Transport, has been 
spending a short time in London. 


v 


DD. a. suTHERLAND, chairman, Affili- 
ated Oilfields, returned to England during 
October, from a long visit to Egypt, 
Palestine and Trans-Jordan. 


Vv 


eB. A. ASSHETON, managing director, 
Mexican Eagle Oil Company, Mexico 
City, attended the Fourteenth Annual 
Dinner of the Institution of Petroleum 
Technologists held in London recently. 


v 


G. w. HALSE, geologist, British Con- 
trolled Oil Fields, returned to Venezuela 
from England at the end of October. 
While in London Mr. Halse addressed the 
Oil Industries Club on the history of pe- 
troleum development work in Venezuela. 
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Hi. s. AUSTIN, director of pipeline con- 
struction, Iraq Petroleum Company, has 
been visiting Iraq and is expected in 
London early in November. 


Vv 


HH, c. serve1 of the Jersey Standard’s 
overseas organization has been visiting on 
the continent. Mr. Seidel is a director of 
the Iraq Petroleum Company. 


v 


Dr. 5. MccLELLAND, who accompanied 
D. A. Sutherland to Egypt, Palestine and 
Trans-Jordan, remains in Egypt to make 
a geological study of the Dead Sea area. 


v 


Sir JOHN CADMAN is expected to arrive 
in the United States from England in time 
to be present at the annual meeting of the 
American Petroleum Institute. Sir John 
will address the meeting for the second 
time, having spoken before the A. P. I. at 
a previous meeting. 


v 


J. 8B. AUG. KESSLER, Joint Managing 
Director of the Royal Dutch-Shell group, 
spoke at the Fourteenth Annual Din- 
ner of the Institution of Petroleum 
Technologists in London. Mr. Kessler’s 
interesting speech is touched on elsewhere 
in this issue. 





E. P. Pink, purchasing agent, 


Iraq Petroleum Company 


v 


HRozert c. crooks, jr., Standard Oil 
Company of New Jersey, has arrived in 
the United States from Borneo. 





Dr. v. HENNY, director of European 
affairs of the Universal Oil Products 
Company, has been travelling in Italy on 
business during October. 


v 


MA xiparo and M. Negoro, engineers 
of the Nippon Oil Company, are at present 
in New York on a business trip from 
Japan. 


C. Zulver, 
marine su- 
perintendent, 
Anglo-Saxon 
Petroleum 
Company 





v 


eB. a. cHuRCH, general superintendent, 
Lago Petroleum Company, is in Peru, 
Colorado on vacation. 


v 


E. sb. sHaw, chief-geologist, Iraq Pe- 
troleum Company, left London for Iraq 
early in October. 


v 


BB. r. sackson of the Anglo-Persian 
Oil Company has returned to New York 
from London. While on this trip Mr. 
Jackson visited Persia. 


v 


AANNOUNCEMENT has been made of the 
appointment of Frank Champion, general 
sales manager of the Byron Jackson Com- 
pany. In his present position Mr. Cham- 
pion will have charge of all export, Mid- 
Continent and California sales activities. 


Vv 


Dr. custav EGLOFF, Universal Oil 
Products, spoke before the Cleveland 
section of American Chemical Society on 
‘“Modern Motor Fuels” at a meeting on 
October 15. 


Vv 


Puorocrapus reproduced on this page 
are informal snapshots taken by the 
editor of WORLD PETROLEUM. 
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Official Figures of Soviet Oil Operations * 





Crude Daily Run to 
Production Average Stills Drilling 
(bbl.) (bbl.) (bbl.) (feet) 
January.... 13,059,900 421,300 11,927,882 152,533 
February... 12,194,000 420,482 11,428,900 193,185 
March...... 13,852,300 449,197 12,886,700 240,433 
GG 86800 13,101,200 436,707 12,737,200 250,854 
May........ 13,437,200 433,461 13,057,800 262,295 
BER. 2000000 12,971,700 432,390 12,917,100 248,138 
EE xcc0cunee 12,929,400 416,884 12,256,300 222,342 
August..... 12,721,800 410,380 11,725,700 171,665 
September... 11,598,300 386,610 11,021,500 189,298 
Total 9 Months 
1932...... 115,865,800 422,868 109,959,082 1,930,742 
Ist quarter 
a 39,106,200 429,738 36,243,482 586,150 
2nd quarter 
ae 39,510,100 434,177 38,712,100 761,287 
3rd quarter 
ee 37,249,500 404,886 35,003,500 583,105 


Revised quota 1932—191,800,000 bbl. or 525,400 bbl. 
daily average. 
* Crude oil conversion ratio: Seven bbl. = one ton. 


1932 Estimate 


Wihru a total crude production of all 
Soviet oil fields for the three quarters, 
January to September 1932, amounting to 
115,000,000 bbl. it may be estimated that 
the figure for the last quarter of 1932 
should not exceed 37,000,000 bbl. Oc- 
tober, November and December being 
the coldest months of the year, when 
climatic conditions are not favorable 
for drilling field operations the third 
quarter will hardly show any great im- 
provement and it is therefore to be 
assumed that the total crude production 
for the year 1932 will not only not exceed 
the figure of 156,000,000 bbl. produced 
last year, but it may run short of this 
figure by 3,000,000 to 5,000,000 bbl. of 
crude. In other words, actual crude 
production for 1932 will be below last 
year about two to three percent and be- 
low expectation in accordance with the 
plan about 22 percent. 

History of the Soviet oil industry will 
register 1932 as an exceedingly hard year. 
The difficulties can be summed up by 
stating that all operating departments 
such as drilling, production and runs to 
stills were largely handicapped by lack of 
equipment and tools, the supply depart- 
ment has been short of supplies, the build- 
ing department has been short of metals, 
lumber, cement and bricks, the labor 
department has experienced the heaviest 
turnover of labor in history owing to lack 
of housing and bad living conditions, the 
domestic machine plants and shops were 
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handicapped by lack of metals to make 
delivery of equipment and tools and in 
addition disorganization of rail, highway, 
and water transportations has made it 
impossible to adhere to schedules. 

It must, however, be pointed out that 
achievements were made during the first 
half of 1932 in exploration and wildcatting 
and most significant of these achievements 
is the fact of having attained to commer- 
cial production in the Sterlitamak oil 
location of the oil fields of the Bashkir 
Republic. This field is expected to 
become fully as important as other major 
oil fields of Soviet Russia. Development 
of this field is being dictated by the 
necessity of creating a fuel resource for the 
industrial region of the Urals and the 
Kuznetz basin. Neftdag in Turcomania 
is another important discovery which will 
contribute to the economic development 
of the Central Asiatic republics. A 
powerful gusher has been opened recently 
at Neftedag which has yielded over 200,- 
000 bbl. of crude within a short period and 
has warranted the erection of a refinery 
in the center of Middleasia. In addition 
to this, the old fields of Soviet Russia have 
been extensively explored and powerful 
gushers have been opened on the Apsheron 
peninsula. On the island of Artema new 
wells are producing crude from locations 
which have been abandoned and new 
large areas of oil land have been discovered 
and opened from the bed of the sea. 
All this has been accomplished in spite 
of great difficulties and exploration drilling 
has been fulfilled at the rate of 91 percent 
which shows an excess over last year of 
seven percent. 


Remedial Measures 


Tue Council for Labor and Defense 
of Soviet Russia (S T O) has taken cog- 
nizance of the considerable arrears of the 
plans of the oil industry in the divisions 
of drilling and production and has passed 
a resolution to the effect that negligence 
to fulfill the decree of the Central Com- 
mittee of the Communist Party of No- 
vember 15, 1930 in regard to drilling and 
drilling equipment has caused the arrears. 
These have resulted from unproductive 
interruptions of operation, delays in 
bringing new wells under production, de- 
lays in plant repairing owing to lack of 
spare parts, insufficient organization of 


the technical management and: unsatis- 
factory living conditions for labor. 

The council has suggested measures 
to be taken in order to insure the ful- 
fillment of the plan and with it the further 
growth of the industry. Representations 
were made to the Commissariat of heavy 
industries to improve upon the delivery 
of compressor equipment for the oil in- 
dustry in order to enable extensive appli- 
cation of air and gas lift and pipeless 
production. About 200 wells are to be 
operated under pipeless production and 
over 100 wells are to be operated with the 
one-pipe system. For these wells over 
100,000 meters of casing pipe are to be 
recovered from abandoned wells. The 
Commissariat of heavy industries will 
also have to supply the oil industry with a 
sufficient quantity of pipe to permit the 
operation of 650 wells which are shut down 
at present owing to lack of pipe. 

The Council has also arranged for the 
Sormovo works to take care of drilling 
equipment and silent link chains for the 
oil industry and has shifted the responsi- 
bility for fulfillment of the plan to the 
director of the works. Manufacture of 
silent link chains will in future be shifted 
to the Neftburmash and the Machine 
Shops of Azneft at Baku. 

S T O has also suggested the following 
measures for the improvement of living 
conditions of the personnel and labor of 
the oil industry: 


Appropriation of the necessary funds for 
completion of the electric railway system to 
connect the oil fields of Grozni with the vil- 
lages and settlements where the living quarters 
of the personnel and labor forces are situated; 
to assure the completion of the sewage system 
at Grozni; to complete the communal de- 
velopment in all settlements surrounding the 
oil fields of Baku and Grozni by early spring; 
to construct public kitchens at Baku, Grozni 
and Maikop. The building department 
should be provided with sufficient building 
materials and an adequate number of motor 
cars to enable it to complete this program. 
Transportation of foodstuffs should be reorgan- 
ized. Salaries of the personnel and labor 
forces of the oil industry should be readjusted 
according to the new tariffs and schedules and 
from January 1, 1933 all oil labor should 
become subject to the provisions of social 
insurance. 


Tue Japanese industrialist, Mr. Mut- 
sukato, accompanied by Mr. Mori ar- 
rived in Moscow from Tokyo and signed 
with the Soyusneftexport a contract for 
considerable quantities of Soviet gasoline 
to be shipped to Japan over a period of 
five years. Mr. Mori was secretary of 
the late Viscount Goto, president of the 
society for the establishment of friendly 
relations between Soviet Russia and Ja- 
pan. Up to the present crude oil from 
Sakhalin has been shipped to Japan 
by Soviet Russia. Japan’s requirements 
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of oil products amount to over 20,000,000 
bbl. per annum of which about 3,850,000 
bbl. are gasoline and of this quantity 
of gasoline more than 50 percent has to be 
imported. The major suppliers of Japan’s 
present requirements of gasoline are the 
Standard and Shell. Beginning with 


1933, Soviet gasoline will be supplied to 
Japan. Messrs. Mutsukato and Mori 
spent about 14 days in Moscow and were 
received and entertained by the Com- 
missar for Trade and Commerce, Mr. 
Rosengolz, and by Mr. Karahan, Com- 
missar for Foreign Affairs. 


Events of the Month— September 


BBaxvu. The Baku fields have regis- 
tered 800 wells as idle. Of this number 
100 new completions and 700 old wells 
were shut owing to breakdowns and lack of 
equipment to do the necessary repair 
work. Over 20 percent have flush pro- 
duction producing a daily average of 
1,400 and 2,100 bbl. The first plant for 
clay solution has been put into operation 
at Baku. The plant has a capacity of 
300 cubic meters of solution. At Sulu 
Tepe in the Hurdalan district of the 
Kiroff group of fields a powerful gusher 
has been opened with initial production 
of 20,000 bbl. per day. 


Esuimpayevo. A special drilling ex- 
pedition has been sent by Vostokneft to 
the Baikal region to prepare for drilling 
eight wells. One of the wells will be 
drilled in the bed of the lake where an 
artificial island will be erected for the 
purpose and this will be considered as a 
test for larger reclaiming operations in 
Lake Baikal. Further experiments will 
be made by drilling for oil in Lake Baikal 
in the winter when the lake is ice covered 
and the operations will be conducted 
from the ice surface. 


Soyusnert has approved the contract 
signed by the Soyusneftexport and the 
French independent oil group, Petrofina 
Francaise, for petroleum products over a 
period of 5 years up to August 31, 1937 
for a total quantity of about 15,000,000 
bbl. of petroleum and products. It is 
understood the 80 percent of the quantity 
contracted will be crude oil. 


Tue first cold asphalt plant of Soviet 
Russia has been completed and put into 
operation in Moscow under the trading 


name of Damanasphalt. Total output 
of the plant is 2,000 square meters of cold 
asphalt which will be used for street 
paving. 


InstituTE of Geology and Mineralogy 
of the Communist Academy of Soviet 
Russia has been conducting some explora- 
tion drilling in the vicinity of Moscow and 
has recently struck at a depth of 730 
meters an underground artesian horizon 
of bitter salt water the salt saturation 
of which is five times more concentrated 
than the water from the Black Sea. The 
pressure of the water from the well is 75 
Atm. The salt water stream is accom- 
panied by gas which contains 87.5 percent 
nitrogen and 12.5 percent of oxygen. 
The brine contains chlorine salt, natrium, 
magnium with some contents of calcium 
and brom. 


Suvupar Kupvuk. Inthe Temir region 
North of Emba, a gusher has been brought 
in from a depth of 1,312 ft. The fields 
cover an area of about 200 hectares of 
land and are expected to exceed in im- 
portance the field of Dossor-Makat owing 
to the fact that the region is more suitable 
for deep drilling. The Emba Ural loca- 
tion is similar to Venezuela both in forma- 
tion and in the type of oil produced. 
The deposits of Ural-Emba are estimated 
at 3,150,000,000 bbl. 


BRostov-Don. The first modern car- 
bon black installation has been put into 
operation at Neftegorsk erected from do- 
mestic materials by Soviet specialists. 
The entire output of carbon black which 
is said to be of very high quality is to be 
turned over for the use of the rubber 
industry. 


Soviet Russia’s Petroleum exports from the Black Sea ports for 8 months of 1932 





(barrels) 
Gasoline Kerosene Lubeoil Fueloil Total 
OO. . vcxiccashsceagaweaeaic 7,458,805 2,276,968 708,283 8,278,094 18,722,069 
NS akbar datewigcantae pid sere ahindwwin's 1,554,655 583,014 53,116 1,269,100 3,459,885 
Ns cco ac Reb ow eekWs adwe dalmeec 1,516,153 658,878 45,745 1,675,279 3,896,055 
PIN 56086 5h c0saqndeacd 10,529,613 3,518,860 806,144 11,222,373 26,078,009 


Tasukent. The Scientific Research 
Institute of the oil industry has discovered 
on the Western shore of the Aral sea 
several locations containing bituminous 
layers which are saturated with oil. The 
geologists of the expedition believe the 
oil deposits have a commercial value. 


Samara. The Vostokneft is carrying 
on some exploration drilling at Sizran, 
Stavropol and Sok. There are at present 
six wells drilling and five of these have 
yielded indications of oil. 


Sverpiovsk. At Chussov village 
about one-fourth of a mile from the 
former oil wells which were abandoned, 
new drilling has opened a gusher with an 
initial daily production of 45 bbl. of 
0.991 specific gravity oil. Gradually the 
pressure has increased to 15 Atm. and 
the daily oil flow increased to 100 bbl. 


Lenincrap. The second intereuro- 
pean conference on tertiary geology took 
place here at the end of September and the 
next conference will be held in 1935 in 
Austria. Professor Wolf (Germany) sug- 
gested expansion of the Association for 
Tertiary geology from intereuropean lim- 
its to an international scope and Professor 
Goetzinger (Austria) suggested the co- 
operation and participation of the United 
States, Canada, Japan and other nations 
outside Europe be invited. 


Saxkuauin. Refining plants at Vladi- 
vostock and Khabarovsk are reported 
under construction and when completed 
will process crude from Sakhalin. These 
refineries have a total capacity of 9,800,- 
000 bbl. per annum and will produce the 
following products: 1,600,000 bbl. gaso- 
line; 2,525,000 bbl. kerosene; 350,000 bbl. 
lubricating oils; 2,450,000 bbl. Diesel oil; 
1,225,000 bbl. fuel oil; and 175,000 tons 
of coke and asphalt. 


Tue first shipment of Soviet oil has 
reached Montevideo during the month of 
September. The shipment consisted of 
4,700 tons of gasoline and 1,800 tons of 
kerosene. 


Specifications for Russian Crude and 
Kerosene Shipped to Montevideo 


Gasoline 


Ps 65 ddetdeteesd eden aneneaneen 0.739 
I 0-5 a:4.50 200650600000 6.070 41 deg. C. 
Sees WE BE E.. 5.5 ic cccescsvvesa 24.5 percent 
Distil. at 160 deg. C................. 84.5 percent 
es Se EL Nos 50606060 0.06600680 98 percent 
Doctor test........ oc cccce. magative 
Cs ace apndencsweencduscgasesneuns water white 
CDs on aava60s06u pes 6900000060 0.0031 percent 
Kerosene 
Rt iacdk ene eteanbeeneeniahaeeae 0.825 
Flash (Abel Penski).................39.5 deg. C. 
Gd oh bbs nena Prime white (19 Saybolt) 
LS oc nnh nek pea nea ceuawnen cae 0.0136 percent 
ee IE. .6 cv crccececcscatemed 298 deg. C. 
J. WEGRIN 
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Imports 


Euports of crude were heavily down in 
August, being 2,565,050 bbl. compared 
with 2,977,404 bbl. in July and 3,030,439 
bbl. in August 1931. Total imports of 
crude for the twelve-month period ending 
August 1932 were 28,394,874 bbl., com- 
pared with 28,945,739 bbl. for the similar 
period ending August 1931. 


Origin of August Crude Imports 


Barrels 
United States........ 1,923,045 
Trinidad and Tobago 27,302 
Colombia eae 233,783 
ee 217,460 
Venezuela 163,460 

2,565,050 


Imports of gasoline were also sharply 
down, being 188,244 bbl. compared with 
257,597 bbl. in July and 317,390 bbl. in 
August 1931. 

Total importations of gasoline for the 
twelve-month period ending August were 
2,250,397 bbl. which is a sharp decrease 
from the figures of the similar period in 
1931, which were 3,054,007 bbl. 


Gasoline Sales 


Tue reduction in gasoline sales is well 
illustrated by figures recently released, 
which show a decrease of 3,885,000 Im- 
perial gallons in sales for first four months 
of 1932 compared with the corresponding 
period of 1931. 


Canadian Gasoline Sales 
(Imperial gallons) 


1931 1932 
January................... 27,711,000  25,350.000 
a 25,834,000 = 27,315,000 
SPC Per Ce Teer re 26,050,000 26,883,000 
ee eer ere ee on 39,215,000 35,377,000 


The May figures for 1932 are complete 
with the exception of those covering the 
province of Saskatchewan, and as all 
provinces show a heavy falling off, it is 
certairt that the final May figures will 
show as great a decrease as April. These 
returns vindicate the assertion made pre- 
viously in these columns that utility gal- 
lonage held up well in the early part of the 
year, and that the greatest falling off 
would be in private consumption. 


Petroleum Refining Industry 


Tue importance of the refining indus- 
try in Canada is attested by the fact that 
the capital employed in the business dur- 
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ing 1931 was $67,030,688, being repre- 
sented by 19 refineries. The number of 
employees averaged about 4,035 monthly, 
with wages and salaries amounting to 
$6,077,697. Materials used amounted to 
$50,196,222. 


Tue Canadian tariff changes in accord- 
ance with the trade agreement between 
Great Britain and Canada, effected at the 
Imperial Economic Conference, went into 
effect on the morning of October 13th. 
The revised schedule carries the following 
item: 


. . . Crude petroleum not in its natural 
state, .7250 specific gravity or heavier at 60 
degrees temperature, when imported by oil 
refiners to be refined in their own factories, 

. shall be subject to a British preference 
tariff of 14 cent per gallon against the existing 
rate of 3/10 cent per gallon; intermediate 
tariff of 1'4 cents per gallon against the 
former rate of 4/10 cents and a general 
tariff of 114 cents per gallon against the 
former rate of '%4 cent. 


Materials Used in the Petroleum Refining Industry in Canada, 
1930 and 1931 


Unit of 
Materials Measure 


Crude oil from Canadian wells ! Imp. gal. 


1930 1931 
Cost at Cost at 
Quantity Works Quantity Works 
% 3 
51,522,864 5,410,237 49,668,529 4,234,481 








Crude oil, imported. . . Imp. gal. 1,012,912,110 62,230,738 1,022,865.860 42,951,043 
Sulphuric acid, (66 deg. Bé) Ib. 49,250,621 447,382 31,159,839 315,474 
Sulphur. . ; Ib. 901,759 37,959 120,551 4,070 
Caustic soda ; Ib. 5,801,722 201,420 4,337,310 143,236 
Soda ash... Ib. 352.841 8,285 331,113 7,582 
Litharge ..... Ib. 498.055 41,696 247,089 19,283 
Fuller's earth .. Ib. 20,103,387 241,793 16,157,582 201,361 
Compounding materials 521,980 386,342 
Other materials 154,462 123,564 
Shipping containers 2,011,927 1,809,786 

Total 71.307.879 50,196,222 
Fuel and gas oils made and used 

in pressure cracking process Imp. gal. 389,719.22% 441,966.680 


1 Includes naphtha from the Turner Valley field. 


Products of the Petroleum Refining Industry in Canada, 
1930 and 1931 

















Unit of Selling Value Selling Value 
Products Measure Quantity at Works Quantity at Works 
s x 
Made for Sale :— 
Gasoline (a) straight run ‘ Imp. gal. 276,238,369 37,337,958 277,426,589 29,750,234 
(b) by cracking process Imp. gal. 169,314,761 23,445,341 191,632,502 20,224.691 
Fuel and gas oils... Imp. gal. 375,255,886 14,231,129 373,846.656 12,364,540 
Vv. M. and P. or solvent naphtha Imp. gal. 7,150,672 870,037 8,468,995 769,201 
Kerosene....... Imp. gal. 43,509,487 5.378.830 39,421,314 4,125,272 
Lubricating oils Imp. gal. 18,042,269 2,909,506 15,157,068 2,548,923 
erry Ib. 13,465,366 268,453 9,390,866 187,216 
Tar ree Ib. 1,017,500 8.140 902,000 9.020 
Asphalt Imp. gal. 37,470,666 1,991,629 37,937,082 1,836,403 
Petroleum coke ton 68,549 392,945 52.310 280,660 
Wax and candles Ib. 10,153,924 453.591 10.097 369 368,677 
Other products. - 241,053 186.963 
Total for sale 7.528.612 72,651,800 
Made for own use :— 
Gasoline, straight run soecs Eo ool. 46,287 6,273 77.041 8.039 
Fuel and gas oils (except for crack- 
ing)..... Peer Teer TT eee . Imp. gal. 59,308,393 2,197,389 54,399,901 1,629,000 
Vv. M. and P. or solvent naphtha .. Imp. gal. 14,288 1,690 22,462 2.252 
Kerosene..... ... Imp. gal. 97,394 13,022 44,245 4.810 
Lubricating oils Imp. gal. 42,621 6,384 54,823 8,852 
Petroleum coke ton 23,538 124,363 20,029 96,676 
Stillgas........ M. cu. ft. 3.529.319 874,151 5,161,905 980.628 
Other products. 57,827 33,202 
Total for own use 3,281,099 2,763,459 
TOTAL PETROLEUM REFINING. 90,809,711 75.415,259 
Fuel and gas oils made and used in 
pressure cracking process. . Imp. gal. 389,719,223 441,297,294 
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Emperiav Oil Limited erected a small 
refinery plant at its Fort Norman wells 
during the summer. The object of this 
plant is to provide fuel for mining opera- 
tions in the Great Bear Lake district. 
This is probably the farthest north refin- 
ing plant on the continent. 


Ministry’s Review 

A s.icuT increase in petroleum ex- 
ports from Mexico since July, continued 
petroleum trade with the United States 
despite the prohibitive import levies and 
confirmation of Mexico’s potential im- 
portance as a petroleum producer were 
emphasized in a recent report of the 
Ministry of Industry, Commerce and 
Labor. Faced by a virtual U. S. tariff 
on petroleum and products Mexico has 
yet been able to maintain and even 
slightly increase her exports during the 
last three months. Moreover, she has 
retained a part of her trade with the 
United States shipping some heavy crude 
and asphalt to that country from which 
the review deducts the fact that there is 
a preference for certain Mexican products 
in some circles in the United States. 
Confirmation of Mexico’s position as a 
country of incalculable petroleum reserves 
is‘supported by the exploitation work in 
new zones along the northeastern frontier 
and on the Isthmus of Tehuantepec. 

According to the review Mexico’s pe- 
troleum production for the first eight 
months of this year amounted to 22,120,- 
207 bbl. worth commercially $16,835,397 
against 23,047,416 bbl. with a commercial 
value of $19,195,415 for the corresponding 
period of 1931. The ministry suggests 
that the total production for 1932 may 
equal, or at least not fall far short of, 1931 
production. Hope is expressed that this 
year may mark the turning point in the 
Mexican petroleum industry with produc- 
tion again on the increase contrasting with 
its steady decline since the peak year of 
1921 when crude production amounted 
to 193,397,587 bbl. The Ministry hopes 
that its new and enlightened policy in 
regard to the Mexican petroleum indus- 
try may assist in this recovery. Encour- 
aging domestic consumption of petroleum 


MicCoit-Frontenac Oil Company 
Limited will install storage capacity for 
2,500,000 gallons of gasoline and oil at 
Fort William, and will serve Canada west 
of the Great Lakes, from that point. 
Storage will be served from the company’s 
refinery at Montreal. R. C. ROWE 


Morexico 


in industry and agriculture should stimu- 
late production and refining. 

Exports for the first eight months of 1932 
were 16,843,972 bbl., against 16,441,499 
bbl. during the first eight months of 1931. 

Of 76 drilling permits granted this year, 
19 wells have been brought in with a 
daily average output of 686 bbl. per well. 
The review also mentions that a total of 
$316,095,450 was invested in the Mexican 
petroleum industry as of December 31 last. 


Sales to Spain 


Mflexico City Spanish Chamber of 
Commerce has announced that Spanish 
industrialists have negotiated with un- 
named Mexican producers for the pur- 
chase of considerable quantities of Mexican 
crude to be shipped in Spanish tankers 
which are expected shortly in Tam- 
pico. Further details are lacking at this 
time but indications are that the transac- 
tion is of considerable importance to the 
Mexican producers involved. 


eeeeeeeeeee 


October 

Lioyn’s Register Shipbuilding Re- 
turns as well as reflecting the bad state of 
ship construction in general give a dismal 
picture of the state of tanker construction. 


Oil Company Loans 

Ten million dollars in the form of ad- 
vance taxes will be given to the Federal 
government by several oil companies ac- 
cording to an announcement by the 
Ministry of Finance. No statement is 
made as to how the money is to be 
used. 

A series of structures favorable for the 
accumulation of petroleum reserves and 
natural gas are being explored in three 
zones by geologists of the petroleum de- 
partment of the Ministry of Industry, 
Commerce and Labor. The zones are 
bounded on the north by the Rio Grande 
and occur in the states of Tamaulipas 
and Nuevo Leon. 


Jalisco Discovery 


Tecunicians of the Ministry’s pe- 
troleum department have gone to Tota- 
ticho, a small town near Guadalajara, 
capital of the western state of Jalisco, to 
investigate reports that promising oil 
deposits have been discovered there. 
These reports have aroused much interest 
in Mexican oil circles as the zone is far 
removed from other known petroleum 
regions of the Republic. Jalisco capital- 
ists are said to be interested in these 
reported deposits and if the Ministry’s 
technicians report favorably they propose 
to organize an exploitation company. 


Coal vs. Oil 


Coa mining interests of the Agujita 
region, Coahuila state, have been en- 
couraged by assurance given a delegation 
they sent to Mexico City by the manage- 
ment of the National Railways of Mexico, 
the Republic’s largest rail system, that if 
coal is found to compete with oil, it will 
order the use of the former as locomotive 
fuel on four of its most important north- 
ern divisions. 

DOUGLAS GRAHAME 


QHIPPING i 


This, however, is the inevitable result of 
the overstocked condition of the world’s 
tanker fleets. Increased speed which 
supercharged Diesel engines have made 
possible without any corresponding in- 
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crease in fuel consumption and the in- 
crease in capacity which the new freeboard 
regulations creates, the increase in effi- 
ciency in cargo handling arrangements 
aboard and ashore—all these factors 
tend to delay a general resumption of 
motor tanker construction. This does 
not mean that numerous small ships 
will not be required for special offshore 
and coastwise work. At present one or 
two important enquiries are circulating 
among shipbuilders. Any increase in 
the consumption of petrol is bound to be 
followed by an increase in the demand for 
small coastwise ships which can carry 
refined spirit conveniently to distributing 
centres at various points. Many people 
think that there is a great future for 
Diesel-electric propulsion in such ships 
because of the flexibility which can be 
given to the cargo handling arrangements 
when electric motors are coupled to com- 
pact rotary cargo pumps. These pumps 
can be driven if necessary from the pump 
room by means of a spindle operating 
through oil tight glands in the bulkhead. 
This system of propulsion has been so far 
principally used in America, direct Diesel 
propulsion or steam propulsion being 
preferred in Europe. Developments in 
this connection are being closely watched 
by naval architects and marine engineers. 

Lloyd’s Register Quarterly Shipbuild- 
ing Returns for the quarter ended Sep- 
tember 30 indicate that the oil tankers 
under construction in the world amount 
to 28 vessels of 215,240 tons of which five 
vessels of 38,216 tons are being built in 
Great Britain and Ireland, nine vessels of 
60,200 tons in Sweden and four of 49,600 
tons in Germany. Motorships account 
for over 92 percent of the total tanker ton- 
nage under construction. Tanker ton- 
nage now in hand comprises nearly 24 
percent of the total steam and motor ton- 
nage being built in the world, compared 
with the situation at the end of June when 
seven more ships were under construction 
than at present. At the end of the second 
quarter of this year ships aggregating 
some 272,869 tons were under construc- 
tion, six vessels of 47,216 tons were being 
built in Great Britain and Ireland, 11 
vessels of 74,421 tons in Sweden and 6 of 
72,400 tons in Germany. Of the 33 
tankers then under construction, 31 were 
motorships and two steam tankers both of 
which were being built in Great Britain. 
The tanker tonnage in hand comprised 
24.6 percent of the total steam and motor 
tonnage being built in the world. Of the 
total for the quarter which has just ended 
steam propulsion is responsible for two 
units in Great Britain with a total of 
14,600 tons gross and two in Spain with 
a total of 2,160 tons gross. The largest 
individual tonnage of tankers under 
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construction is in Sweden where there are 
nine units of 60,200 tons. Work is 
suspended on a number of these, however, 
and the majority of them are for charter 
purposes. Germany still shows a total 
of four ships of 49,600 gross tons. The 
big units owned by the Standard Shipping 
Company, or rather their associate the 
Baltic American Petroleum Import Com- 
pany, may be taken as typical of modern 
standard practice. One of the most 
recently completed of these units was the 
FRANZ KLASEN described in WORLD 
PETROLEUM for October; in light condition 
on trials this ship made a speed of 13 
knots, and immediately afterwards left 
for her maiden voyage. 

Italy in the Returns still shows three 
ships building with a total of 34,152 tons 
while Spain which has hitherto been very 
active in motorship construction for the 
Spanish Petroleum Monopoly still has 
three motor vessels of 16,052 total tons 
under construction. It cannot be said 
that any of these 28 vessels still under 
construction are urgently needed but 
there is no doubt that the ships themselves 
are all of first-class type and the very 
fact that they are in every way more 
efficient than their predecessors means 
that the requirements of the fleets of 
their owners will remain proportionately 
less over a considerable period of time. 
Shipping men in this country are particu- 
larly anxious to note what the response 


London: October 

Qvorations for oil share have lost a 
good deal of their former strength since 
the beginning of the current month. 
Public interest in the market tended to 
increase until towards the end of Sep- 
tember, when the turnover was the heav- 
iest for years. There was plenty of 
evidence that the buying was of the 
soundest character, a large proportion of 
the shares bought being taken off the 
market, although speculation was ap- 
parent in the big option business trans- 
acted. The buying was based on the rise 
already reported in British petrol prices, 
and an impression which gained ground 
at that time that another advance in 


will be to the general increase in tanker 
speed which has been forced on the liner 
companies by the builders of tramp 
tanker tonnage. 


Chartering 


Ir may be stated that the tanker 
charter market has been slightly more 
lively during the past few weeks than 
has been the case for some little time past, 
a reasonably large number of fixtures 
being reported, both for clean and for 
dark oil cargoes. Freight rates, however, 
have remained practically unchanged. 
One of the reasons for the greater activity 
in the market is undoubtedly the increase 
in the retail price of petrol in the U. K. 
This has had the effect of bringing greater 
enquiry into the market for the carriage 
of this grade of oil on behalf of outside 
merchants with the result that there are a 
number of orders for parcels of space in 
clean tankers. Russian charterers have 
also been active recently, having char- 
tered three 8,000 tonners, British, for 
8-11 consecutive voyages each. Most of 
these ships, incidentally, were motorships. 
The basic price was 7/3d. to U. K. Con- 
tinent with an option of Scandinavia at 
1/d. extra. The Russians have also 
taken an 8200 tonner of Dutch registry 
for 10-12 voyages on the same basis. 
All these charters commence with the 
October-November loading. 

A. C. HARDY 
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gasoline was in immediate prospect. Re- 
port of the ratification by Roumanian 
oil producers of the Paris marketing 
agreement was another stimulating in- 
fluence.. Reductions in gasoline prices 
in the United States by Standard Oil of 
New Jersey and Standard Oil of Indiana 
administered the first appreciable check 
to the upward movement of British share 
prices, and when these cuts were followed 
by a reduction in Pennsylvania crude, 
nervousness was created as to the Ameri- 
can crude price structure. The London 
share market has thus been less favor- 
ably situated for meeting sales from the 
Continent and the natural profit taking 
from local operators who had bought 
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before the recent rise. Price movements 
have threrefore been erratic, and after 
establishing high records for the current 
year just before the end of September, 
most of the leading shares show moderate 
losses on balance. 


Miarker indications point to the 
probable continuance of irregular day-to- 
day price movements until some fresh 
news, either favorable or the reverse, 
gives operators alead. There is no doubt 
that the market was becoming ripe for 
this month's reaction. Although the 
latter was actually brought about by the 
American marketing position, the share 
market here has not reflected more recent 
news indicating a sounder American price 
structure than had been feared, with 
continued determination to achieve ade- 
quate restriction of output. The market 
appears sound enough in the technical 
sense, comparatively little plain specula- 
tion on the “‘long”’ side being in evidence. 
This, however, is subject to two qualifica- 
tions. In the first place, shares may have 
been taken off the market by means of 
bank loans, in which case they may still 
be classed as in speculative hands. In 
view of bank losses through such transac- 
tions in recent years, speculation in oils 
by this method has probably not been 
allowed to reach very large proportions. 
A more important factor is the option 
business recently transacted in oils. The 
normal practice of dealers giving a call 
option is to buy half the shares involved, 
contangoing them until the option ex- 
pires, and selling them if it is not exer- 
cised. It is possible that operations of 
this kind are not easily seen when account 
is being taken of the technical market 


position. They may, in present cir- 
cumstances, be a source of possible de- 
terioration during the next three months. 

Important dividend announcements in 
October proved to be quite as good as 
anticipated. Passing of the Royal Dutch- 
Shell interim dividends occasioned no 
surprise but weakness in the shares de- 
veloped after the announcement. Oil 
share prices in general were strengthened 
by declaration of a five percent interim 
dividend by Venezuelan Oil Concessions. 
Postponement of Mexican and conse- 
quently Canadian Eagle first preference 
dividend through their mutual dividend 
guarantee was fully expected in view of the 
uncertainty occasioned by the Amatlan 
suit mentioned in previous issues of 
WORLD PETROLEUM. 


Trinipap Leasehold’s shares resisted 
the generally easier tendency of the 
market with more success than most of 
the higher priced counters. This was due 
in the first place to the knowledge that 
the company stands to benefit directly 
and to the full extent from the recent 
increase in British petrol prices. It is also 
reported that the company has concluded 
an important two-year contract with a 
big group of British companies which 
will ensure the sale of a large gallonage 
at a relatively good price. Expectations 
of good profit figures for the year to June 
30, 1932 have also operated to support 
the price of shares. The company has 
already paid a five percent interim, and 
the directors forshadowed a final payment 
at the same rate. 


Trininap Central Oilfields, formed in 
1917, a few years after Trinidad Lease- 


London Stock Exchange Prices 


1932 Last Year's Sept. 15-Oct. 14 
"eam WDiv. Ge Share " 
High Low per Ann. First High Low Last Change 
M6 942 eat Anglo-Ecuadorian 16 lig 1742 1%) = ++ Nye 
1% 3lg0 (10 Anglo-Egyptian “B” 15s 178 15s 184 + ts 
22942 16 5 Anglo-Persian , 2! 32 22942 2%16 2%6 — lye 
144 1542 20 Apex Trinidad (5s.) 2742 14s 2742 lie + 72 
%%4 38 _ EA os 5% 17 $2 1342 — 342 
%6 Me 5 Brit. Borneo (6s.) 74e¢ "6 746 1342 + 3% 
M4 hg 5'4* Brit. Burmah (8s.) My M4 342 342 — 42 
M4 Mie : Brit. Controlled (35) 5 32 My 542 3$2 + Me 
My Mie inane Brit. Controlled Pfd. ($5) %%2 Ly 932 1 + 72 
31542 M6 17s NS ba iS at bes's hii aeons 34 31542 3346 314 
Ye 742 Canadian Eagle (No par) 3% 746 i6 11g — bg2 
7% Is Creole (No par). . 34 4 21s 34 ae 
y2 Me rr Kern River (10s.) 5$2 742 542 542 
2546 32 12), ee aie 24s 2742 12% 42 13142 — 5y 
1542 4 Mexican Eagle ($4 Mex.) 1349 1549 35 3% — 4 
19% 4\y Pan American “*B”’ (New) 18%, 1915 16}. 17 —134 
16 52 ee SN sc tes eche-e-e-u«0-07a. %%e 16 16 194 + 42 
205 1014 6 Royal Dutch (fl. 100) 1878 20's 17546 1734 —1's 
22342 1716 7io*® Shell Transport... 21932 22342 21342 215 — 342 
%6 46 4 Steaua Romana...... ais ‘ 946 %6 at) 46 -—- 
234 14s 5 Trinidad Leasehold.......... p 25 32 234 2542 25% + 1542 
%2 342 —r Untd. Brit. of Trinidad (6s. 8d.) 742 9%2 342 ae amides 
12542 % 10 Venezuelan Oil Concessions 1'M“e 1252 11742 11932 «= 342 
Nominal value of shares £1 unless otherwise stated by bracketed figures. 
* Denotes Tax-free dividend. 
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holds, still shows no sign of justifying its 
flotation. The latest accounts, covering 
the year 1931, show that output declined 
from 905,128 bbl. in 1930 to 706,286 bbl. 
last year, and total income from £94,102 
to £83,618. After provision for deprecia- 
tion there is a loss for the year of 
£7,417, increasing the deficit at profit and 
loss account to £53,313. Owing to the 
impossibility of disposing of the heavy 
Guapo area production at a profit, follow- 
ing the termination of the company’s 
agreement with Trinidad Leaseholds in 
May 1931, drilling operations on this 
property were suspended. The com- 
pany’s accounts show a small excess of 
Government securities and cash over credi- 
tors, and a substantial improvement in the 
current world petroleum position appears 
necessary if it is to achieve recovery. 


Corncipine as it did with previous 
market estimates, the Burmah Oil in- 
terim dividend had no immediate effect 
on the market. The declaration of five 
percent, the same as last year’s interim, 
can, however, be regarded as a very 
satisfactory achievement. For the whole 
of 1931 the company paid 171% percent, 
and at the meeting Sir John T. Cargill 
pointed to the low level of kerosene prices 
in India, and reduced income from the 
Company’s investments in Anglo-Persian 
and Shell shares as reasons for taking a 
cautious view of the current year’s pros- 
pects. In view of the conservative 
policy always adopted in the distribution 
of Burmah dividends, it may be assumed 
that the company’s economy campaign. 
to which Sir John also referred, is con- 
tinuing to give satisfactory results. 

ALEC H. DAy 


New York 

WDurinc the month of October, to the 
time of writing, security prices have 
moved both up and down without afford- 
ing clear indication of any sustained trend 
in either direction. There appears to be a 
tendency to hesitancy in both business and 
markets, the ostensible explanation of 
which is the imminent presidential elec- 
tion. Notwithstanding that the center of 
the stage has been temporarily usurped by 
political matters (which it must be ad- 
mitted are of interest and concern to the 
economic world), business and industry 
have staunchly held the gains recorded 
since the summer lows and have even ex- 
tended them in some directions. 

The oil shares have been weak, although 
not strikingly more so than the market as a 
whole. There has been some justification 
for their action in the critical condi- 
tions prevailing in the industry, particu- 
larly in respect to proration of crude out- 
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PALACE, BRUSSELS 


J 


A Parisian institution, the 
Claridge anticipates every 
need of its refined guests— 
faultless attendance . . 
phone in each room.. 
Turkish baths.. swim- 
ming pool.. renowned 
restaurant and grill room. 
Every suite is differently 
furnished. 

Single Rooms from $5.00 
Double Rooms from $7.00 


A stately hall, spacious re- 
ception rooms, famous res- 
taurant, garage for 100 cars 
.. comfortable living for 
guests of the modern Pal- 
ace Hotel at Lyons, center 
of the silk trade. 400 pleas- 
ant rooms provided with 
bath or complete dressing 
room, and city phone. 
Single Rooms from $2.00 
Double Rooms from $3.00 


The aristocratic hotel par 
excellence. Its prominent 
site on the Prado, Madrid, 
is perennially the scene of 
brilliant fetes, fashionable 
“‘teas’’ in its splendid Win- 
ter Garden. A magnificent 
restaurant and famous grill 
complete its accessories to 
comfortable living. 

Single Rooms from $3.50 
Double Rooms from $5.50 


L$ 


In the most fashionable 
quarter of Brussels—Rue 
Royale—the Astoria is pa- 
tronized by discriminating 
travelers. Its luxurious 
suites and Royal Apart- 
ment, the great hall and 
Salle de Fetes denote a uni- 
form elegance. The restau- 
rant is acclaimed for the 
excellent cuisine and fine 
wines. 

Single Rooms from $2.00 
Double Rooms from $2.50 


In the heart of busy Brus- 
sels, you will have rest and 
fresh air, at the Palace, 
which faces upon the Bo- 
tannical Garden. Luxury, 
refined comfort, faultless 
attendance.. Five hun- 
dred rooms, an equal num- 
ber of baths and phones. A 
moted restaurant. 

Single Rooms from $2.00 
Double Rooms from $2.50 





L’ERMITAGE 


DIGNE, FRANCE 


A delightfulstopping-place on the 
winter Route des Alpes, when 
motoring to or from the Riviera. 
Here you will enjoy real coun- 
tryside amid unforgettable 
scenery. L’Ermitage will look 
after your every comfort while 
you are at home in Digne. 





GRANDS HOTELS 
EUROPEENS 


In the gayest capitals of Europe .. in fabled cities of romance 
andart.. the discriminating traveler will enjoy pleasurable 
living as the guest of ‘“‘Les Grands Hétels Européens’’. Rates 
have been adjusted in accordance with the times. 

For full information write to IBORAT, Publicity Representa- 


tives, 565 Fifth Ave., N. Y. Reservations through recognized 
travel agencies. 


NEGRESCO, NICE 


Many rooms of the sumptu- 
ous Negresco Hotel at Nice 
look out upon the blue Medi- 
terranean; others upon the 
Massena Garden. The great 
hall, in Louis XVI style, isone 
of the world’s finest. The 
luxurious restaurant over- 
hangs the water’s edge; the 
grill is noted for specialties 
Single Rooms from $3.50 
Double Rooms from $4.00 


Largest hotel in Europe, the 
Palace is splendidly situated 
between Canovas and Cortes 
Squares in Madrid. The vast 
hall is renowned for its ad- 
mirable proportions and dec- 
oration. Rooms of unusual 
comfort and luxury; each is 
provided with bath and city 
phone. Restaurant and grill 
are famous. 

Single Rooms from $3.00 

Double Rooms from $4.00 


Seville, Jewel of the Anda- 
lusia of sun and flowers, ro- 
mance and art, has irresisti- 
ble attraction. The Alfonso 
XIII Hotel seems more like 
an Andalusian palace than 
the comfortable hotel it is. A 
magnificent hall and patio; 
splendid restaurant; garage 
and all modern features. 


Single Rooms from $2.50 
. = Double Rooms from $3.50 
af af = 
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In the Pyrenees, at the edge 
of the Atlantic, San Sebas- 
tian is the summer residence 
of royalty. Here the Conti- 
nental Palace Hotel offers 
visitors perfect living. On 
the famous ‘“‘La Concha”’ 
beach, the hotel looks out 
upon a gorgeous panorama 
of sea and mountains. Open 
the year ‘round. 

Single Rooms from $2.50 

Double Rooms from $3.50 


In the Ardenne Hills of Bel- 
gium, the Chateau was for- 
merly Manor of the Count of 
Rochefort and later property 
of the King of the Belgians. 
It has now been transformed 
into a luxurious hostelry. 
Surrounded by a park of 
1,500 acres; golf, tennis, fish- 
ing, riding are available. 
Single Rooms from $2.00 
Double Rooms from $2.50 
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